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1990 1989 
over over 
Years Ended December 31 1990 1989 1988 1989 1988 
(in millions, except per share amounts) Percent Change 
Net Income 
Income From Continuing Operations: 
Income before Special Items $ 130.4 $ 120.9 SS HLDAs 8% 7% 
Special Items (a) (13.4) o (7.9) = 
Total 117.0 120.9 105.0 (3)% 15% 
Income From Discontinued Operations 13.4 = = = = 
Net Income $ 130.4 $ 120.9 Se l05.0 8% 15% 
Earnings per Common Share 
Continuing Operations: 
Earnings before Special Items $ 5.61 $25.01 Syst 12% 10% 
Special Items (a) (.60) - (35) - - 
Total 5.01 5.01 4.19 - 20% 
Discontinued Operations .60 - - - - 
Earnings per Common Share $ 5.61 $ 5.01 $ 4.19 12% 20% 
Dividends per Common Share $ 2.35 $ 2:20 Se 200 7% 10% 
Shareholders’ Equity (includes redeemable 
preferred stock in 1988) $ 984.8 Sola $ 908.3 8% = 
Book Value per Common Share $ 38.84 Me. Sere) pro 2.6.7 9% 8% 
Finance Receivables $8,007.0 $6,901.7 $6,598.1 16% 5% 
Allowance for Credit Losses as a Percentage 
of Finance Receivables 2.93% 3.03% 3.23% (3)% (6)% 


_ (a) Special Items, after income taxes, consist of “Provision for Loss on Leveraged Real Estate Partnerships” in 1990 and “Provision for Data Proc- 
essing Upgrade” in 1988. 


TO OUR SHAREHOLDERS 


ineteen ninety was another highly suc- 

cessful year for Beneficial Corporation. 

Net income increased 8% to $130.4 mil- 
lion from $120.9 million in 1989. Earnings per 
share increased noticeably faster, up 12% to $5.61 
from $5.01 a share last year, reflecting a reduced 
preferred dividend requirement this year. Earnings 
per share increased on a year-to-year basis in all 
four quarters of the year, so that Beneficial has now 
recorded sixteen straight quarters of higher core 
operating earnings per share on a year-to-year basis. 

Late in the fourth quarter Beneficial received a 
$34 million cash payment from the Consolidated 
Insurance Group, the holding company for Ameri- 
can Centennial Insurance Company and the other 
property/casualty insurance subsidiaries we sold to 
the management group in a leveraged buyout in 
1987 as part of our major restructuring. This pay- 
ment, which is in addition to $15 million in other 
cash payments we have received from the Consoli- 
dated Insurance Group over the last three years, was 
in full settlement of the remaining contingent note 
issued by the management group in connection 
with the transaction and also cancels the option we 
held on 9.9% of the stock of Consolidated’s United 
Kingdom subsidiaries. These total payments of $49 
million over the three years are indicative of the 
success of this transaction and its key role in our 
corporate restructuring of 1986-1987. Net of taxes, 
the fourth quarter gain is $20 million, reported as 
part of discontinued operations. We have essentially 
offset the gain with special reserves on a highly 
leveraged real estate limited partnership investment 
and on a credit indemnity remaining from the 
restructuring relating to the sale of our leveraged 
leasing portfolio. 

Nineteen ninety was marked by exceptionally 
strong receivables growth. The consolidated receiv- 
ables gain for the year of over $1.1 billion was one 
of the very largest in the history of the Company. 


The Company’s characteristically strong internal 


growth was enhanced by an increasingly active yet 
careful acquisition effort. During the second half, 
several significant portfolios of high-quality con- 
sumer receivables were acquired, with full year 
acquisitions totaling $280 million. 

In the current environment, with many of our 
competitors less aggressive for new loan growth or 
facing serious capital pressures, we remain opti- 
mistic about our acquisition efforts in 1991, 
despite our continuing high-quality and profitabil- 
ity requirements for acquired portfolios. Continued 
success with acquisitions should offset what may 
be a less robust growth pattern for internal receiv- 
ables generation in the recessionary economic 
environment we are currently experiencing in 
North America and in the United Kingdom. 

As discussed in great detail in last year’s 
annual report, the key to our success in 1990 and 
in the future remains our commitment to credit 
quality. We are especially pleased with the year’s 
receivables gain because it was generated without 
any compromise in our credit quality standards. 
Our commitment to disciplined credit underwrit- 
ing remains firm, and the first question our loan 
office managers ask themselves when they review a 
new loan application remains, “Can I profitably 
collect this loan?” 

Reflecting this continuing commitment to high 
credit standards, our net chargeoff ratio rose only 
modestly in 1990 to 1.31% from the particularly 
low 1.11% in 1989, despite the worsening eco- 
nomic climate during the year and a sharp rise in 
the incidence of personal bankruptcy in the United 
States. During 1990 we switched to the contractual 
method of delinquency calculation from the 
recency method that had been used since 
Beneficial’s birth. We were extremely pleased with 
field management's quick grasp and focus on this 
new delinquency standard, as all loan and sales 
finance balances delinquent two months and 


greater on a contractual basis improved signifi- 


Finn M. W. Caspersen 
Chairman of the Board of Directors and 
Chief Executive Officer 
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cantly to 3.51% at year-end from 4.75% a year ear- 
lier. Noteworthy is the fact that year-end contrac- 
tual delinquency was below the September 30 
level. Given the current state of the economy, we 
anticipate another modest increase in the net 
chargeoff percentage in 1991, but that increase 
should be quite reasonable by any historical mea- 
sure and be well in line with our operating plans. 

The watchword for 1991 will be to continue to 
stick to the basics of our core financial services 
business—consumer lending and related insurance 
products. Our franchise in this business is stronger 
than ever, particularly as banks, thrifts and several 
of our other competitors encounter operating prob- 
lems. We leverage this franchise cautiously with 
such products as our insurance group’s annuity 
offerings and the highly successful tax refund 
anticipation loan program (RAL) that we conduct 
with H&R Block and several of its franchisees. Not 
only did the RAL program make a substantial con- 
tribution to our earnings in 1990, but it is also 
totally congruent with our existing consumer 
financial services expertise and market position. 

We also remain committed to providing quick, 
caring, and highly responsive service to our cus- 
tomer constituency. Our market is the middle- 
income consumer, with an average annual income 
of about $30,000 in a general range of about 
$20,000-$50,000. This economic cohort represents 
the greatest percentage of the population and rep- 
resents the backbone of the consumer economy in 
all four of the countries in which we operate. 

We again take this opportunity to sincerely 
thank the over 7,800 Beneficial employees for their 
exceptional efforts in continuing to profitably 
expand our franchise. Cooperation between the 
field and headquarters personnel has never been 
greater in pursuit of our common goal of 


enhanced customer service and increased bottom 
line earnings. 


Nineteen ninety-one should be an important, 
“proof of the pudding” year for Beneficial Corpora- 
tion. In January, we began expensing at a rate of 
over $1 million per month the hardware and soft- 
ware development costs for our new Bencom III 
computer system. While this investment will pay for 
itself many times over through increased productiv- 
ity at the loan office level, only minimal efficiencies 
will be realized this year due to the learning curve 
during the break-in period. Nevertheless, despite 
this factor, and the recessionary economic climate, 
we expect to post another year of significantly 
increased earnings per share and continued strong 
performance by any credit quality measure. As we 
said in last year’s report, any consumer lender can 
book large amounts of consumer loans in strong 
economic times. The difficult task is collecting, par- 
ticularly when economic conditions deteriorate. We 
expect to continue to be able to lend, and to col- 
lect, very well indeed throughout 1991 and beyond. 

In the future, as in recent years, we will 
remain focused on the basic building blocks of 
shareholder value: increased earnings per share, 
cash dividends, book value per share, and driving 
up our return on equity and return on asset per- 
centages. Over time, such performance will cer- 
tainly be recognized by the market. We thank you, 
our fellow shareholders, for your confidence as we 
await the market’s full recognition of the share- 


holder value that Beneficial Corporation represents. 


Finn M. W. Caspersen 


Chairman of the Board of Directors and 
Chief Executive Officer 


Executive Committee 


(left to right): 


David J. Farris 
Member of the Office of the President and 
Chief Operating Officer 


Finn M. W. Caspersen 
Chairman of the Board of Directors and 
Chief Executive Officer 


Andrew C. Halvorsen 
Member of the Office of the President and 
Chief Financial Officer 


James H. Gilliam, Jr. 
Executive Vice President 


General Counsel and Secretary 
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o get from where you are to 

where you want to go re- 

quires planning. At 
Beneficial, we as a team know where 
we have been, where we are, and 
where we must be in the immediate 
future. We believe in planning today 
for every tomorrow. We understand 
that a business plan works when 
people believe in it and want to 
make it succeed. 

The business plan of Beneficial 
is created from information and 
ideas contributed by employees like 
those who speak on the following 
pages. Their contributions enable 
senior management to identify goals 
and to select and communicate 
strategies to reach those goals. 

Each year, as we set out to plan 
at Beneficial, people throughout our 
business organizations look at their 
responsibilities, study their opera- 
tions, and evaluate products, services 
and their marketplace. Then they 
give management their best advice 
about how to do a job that will 
make Beneficial even stronger and 


more competitive. 


David J. Farris, president of 
Beneficial Management Corporation, 
marked his 30th anniversary with the 
company in 1990. As chief operating 
officer of Beneficial Corporation, and 
chief executive officer of Beneficial 
Management Corporation, he keeps 
watch over the corporate plan. 

“When Clarence Hodson 
founded the Beneficial Loan Society 
in 1914, he had a plan. His plan to 


tailor financial services to fit every 
pocketbook was direct and simple 
by our standards, but ambitious and 
visionary in his time. If Mr. Hodson 
could look in today at our opera- 
tions, he would be pleased. He 
would find Beneficial continues to 
plan for the future, carrying on his 


business. 


“We are watching our 
traditional markets and 
exploring new ones.” 


— DAVE FARRIS 


“During the past decade the 
business of Beneficial changed more 
than in all the preceding decades 
combined, but the fundamental goal 
of offering the widest consumer 
financial services has remained. In 
the past 10 years, sound planning 
enabled Beneficial to move into new 
lines of financial service —we were 
among the first consumer financial 
institutions to offer home equity 
loans. We developed new financial 
products, like the Refund Anticipa- 
tion Loan (RAL). And to keep pace 
with our expanding markets and our 
growing menu of products, we intro- 
duced Bencom III, our state-of-the- 
art screen-based data management 
system. 

“In the next five years, we envi- 
sion even more innovation, more 
sophistication in financial services 


and products, and more emphasis 


(left to right): 


Manfred E. Niebisch 
Senior Vice President- 
Operating, BMC 


David J. Farris 

Member of the Office of the 
President and Chief Operating 
Officer, Beneficial Corp. 
President and Chief Executive 
Officer, BMC 


Michael J. Mayer 
Vice President-Business 
Development, BMCA 


Robert M. Grohol 
Senior Vice President- 
Operating, BMC 
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on the computer advantage. We are 
watching our traditional markets and 
exploring new ones. We feel genuine 
opportunity beckons in the 
expanded market of a unified 
Germany and in the growing U. S. 
Hispanic community to whom 
Beneficial will reach out with pilot 
services in southern California. 

“Our greatest resource has always 
been—and will continue to be— 
people, the more than 7,800 women 
and men of Beneficial. Their knowl- 
edge and experience have been 
tapped to devise the company’s busi- 
ness plan for the 1990s. 

“To find new opportunities and 
translate them into new business, 
and to preserve and strengthen the 
company’s traditional business calls 
for vision and good management. I 
am confident the resources devoted 
to planning in 1990 will enable 
Beneficial to build upon the past by 
looking ahead and managing a 


bright future.” 


Maryann Schneider joined 
Beneficial Corporation in 1986 and 
is senior vice president of Planning 
and Administration. With a portfolio 
that includes Beneficial’s mortgage 
banking subsidiaries, Human 
Resources, Real Estate, Purchasing, 
and Corporate Strategy and Plan- 
ning, she is a key architect of the 
process and product of corporate 
planning at Beneficial. 

“The mission of corporate plan- 


ning at Beneficial is to develop and 


implement business strategies that 
clearly support and energize the 
goals and objectives of our organi- 
zation. The Planning Department 
helps senior management establish 
these goals and objectives. Our 
work is to bring senior management 
the information and the process for 


planning. 


“We want to be proactive— 
innovators in our market.” 


— MARYANN SCHNEIDER 


“In planning we have two objec- 
tives: First we want to develop and 
execute successful strategies to 
achieve maximum management 
effectiveness. Then we apply our 
strategies to achieve a properly risk- 
balanced and vigorous financial ser- 
vices portfolio. 

“There are important guidelines 
within our corporate plan. We want 
to be able to respond quickly to 
market and business conditions. We 
want to be proactive —innovators in 
our market. We want to both 
encourage and support a clear focus 
on core business strategies of 
Beneficial. We want to guide and 
mediate the allocation of precious 
corporate resources, and we want to 
regularly test our plan and its under- Ross N. Longfield 


lying decisions to ensure that it President-Bencharge/ 
Tax Masters/Beneficial 


National Bank USA 
responsive to Beneficial’s goals and Maryann W. Schneider 


objectives.” Senior Vice President- 
Planning and Administration 
Beneficial Corporation 


remains timely, accurate, and 


> 


PLANNING FOR PROFITS 


Theodore L. Boyer, president of 
Beneficial Data Processing Corpora- 
tion, directs the increasingly impor- 
tant and complex network of infor- 
mation services that enables the 
company to execute the plan for its 
business program. 

“Anticipating advances in tech- 
nology remains one of the tougher 
challenges facing corporations as 
they plan for the future. It’s not 
enough to know that new technol- 
ogy is out there. A business also 
needs to know whether a new tech- 
nology will help it do business bet- 
ter and create economic efficiencies. 

“Certainly the leap from transis- 
tor to microchip or from ledger 
cards to Bencom III has dramatically 
changed the way Beneficial does 
business. The systemwide benefits 
we expect Bencom III to deliver in 
1991 and the years after show that 
technology is more than just a 
change in how we do business. It’s a 
change in business itself. 

“This is the Information Age, and 
it is proving just as significant in the 
history of business as the Industrial 
Age that preceded it. It takes a 
steady flow of more and more infor- 
mation for business to succeed these 
days. The ability to store and 
exchange information through state- 
of-the-art electronics and systems 
has played an important role in put- 
ting together a complete plan for 
Beneficial. 

“The Beneficial Data Processing 
Corporation is a vital subsidiary that 


gives important internal service to 


all the other subsidiaries of 
Beneficial Corporation. It is in 
charge of keeping the lines hum- 
ming between management head- 
quarters and branch, district and 
group offices, and between Bencom 
terminals and the SNAP Center in 
Peapack. It creates and manages the 
link between everyone with a ques- 
tion or need for information and the 
answer found somewhere else in the 


Beneficial family of companies. 


“It takes a steady flow of 
more and more information 
for business to succeed...” 


— TED BOYER 


“New advances in information 
technology are on the horizon. 
Beneficial has to plan to understand 
them, apply them and make them 
work for our business. From 
Dresden to Wilmington to Los 
Angeles to Canada and the United 
Kingdom, Beneficial Data Processing 
Corporation is the link by which 
Beneficial is planning for the future 


and doing business today.” 


Kendall D. Kelley brings a broad 
perspective to corporate planning. 
Now president of the Northwest 
Group, and most recently President 
of the Mid-Atlantic Group, he has 27 
years of experience with Beneficial. 

“If you think of operating head- 
quarters as the main body of 


Beneficial, then the 10 field groups 


(left to right): 


Theodore L. Boyer 
President-Beneficial Data 
Processing Corporation 


Dennis J. Wharton 

Vice President-Operating 
Systems Support, Beneficial 
Data Processing Corporation 
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are the vital limbs. We are con- 
nected to and rely on headquarters 
for comprehensive management and 
support services. The group offices 
in the U. S., Canada, and the United 
Kingdom are the places where 
Beneficial meets and serves the 
public. 

“We are the first ones to sense a 
change in our various markets, and 
we have to be able to respond to 
those changes quickly and wisely. In 
the same vein, the group offices are 
closest to the district and branch 
offices and to the employees who 
staff them. So we have to know our 
people and know what they need to 
be effective. 

“From the perspective of a group 
president, planning calls for knowing 
your customers and the services they 
require from Beneficial in a particu- 
lar geographic region. It calls for 
knowing what the company makes 
available in the way of human 
resource programs and training, 
computer technology and market 
and legal research. 

“To plan, a group president 
needs to understand the regional 
market, to project where that market 
is headed and estimate how quickly 
the company can respond. A group 
president has to have the informa- 
tion to gauge demand and a plan to 
meet it. 

“New technology, like Bencom 
III, gives our employees new ways to 
serve customers and to improve ser- 


vice levels that are the traditional 


strength of Beneficial. Technology 
can be faceless, and we never want a 
Beneficial employee or customer to 
feel that he or she is just a face in 
the crowd. The thoughtful, caring 
service we provide remains an 
important value to our customers. At 
the group level, we have to plan to 
build a financial service portfolio 
that uses new technology to provide 
that same kind of steady, depend- 


able service with a human touch. 


“To plan, a group president 
needs to understand the 
regional market...” 


— KEN KELLEY 


“When we plan in the group 
headquarters, the centerpiece of the 
plan should always be to expand our 
base of customers and to base our 
customer relationships on solid 


service.” 


Daniel R. O’Brien became presi- 
dent and chief executive officer of 
Beneficial Insurance Group in 1987, 
after serving in other insurance- 
related executive positions with the 
company since 1984. 

“The acronym for Beneficial 
Insurance Group (BIG) is really 
appropriate for an activity of the 
company that has become a big part 
of the picture at Beneficial. Finance- 
related insurance products and ser- 


vices are increasingly important to 


(left to right): 


Patricia A. Snyder 
Manager-Reading, Pa. 


Kendall D. Kelley 
Northwest Group President 


Keith L. Pladsen 
District Manager- 
Philadelphia Central, 
Mid-Atlantic Group 
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our customers, and increasingly 
important to us. 

“Planning the future of Beneficial 
Insurance Group involves looking 
not just at who buys insurance today 
but at who will want to buy it 
tomorrow, and why. In many ways, 
the Beneficial Insurance Group has 
become a business research labora- 
tory, exploring commercial and 
demographic trends to identify BIG 
opportunities and better ways to 
make them productive. 

“As we look ahead to the 1990s, 
we have to evaluate not only the 
general demand for insurance but 
the kinds of insurance that will be 
in demand. 

“For example, the early 1990s 
should be a less transient period in 
housing. Folks who moved into a 
first or second home in the 1980s 
will see a resurgency in housing val- 
ues. Yet by the same token, they 
may be more content and more set- 
tled in the homes they acquired in 
the past decade. It’s a natural pas- 
sage in life. So more people will be 
looking to add on to their homes or 
to build the equity in their houses 
just by living in and enjoying them, 
which sounds to me like a prescrip- 
tion for more equity lending. Equity 
lending is a value enhanced and 
protected by credit life insurance. 

“Non-credit insurance products 
should also perform well in the 
early years of the new decade, so it’s 
well to look at annuity programs 
and traditional forms of insurance to 


enhance BIG, as we are doing. 


“Planning for us at Beneficial 
Insurance Group involves valuing 
and executing financial research and 
product development in our busi- 
ness laboratory akin to the worth 
attached to the research that turns 
out new products in the durable 
goods field. 

“After all, insurance is a durable 


protection with lasting benefit.” 


“Equity lending is a value 
enhanced and protected by 
credit life insurance.” 


— DAN O'BRIEN 


We at Beneficial can look back 
at a long and successful history with 
pride. But we cannot afford more 
than an occasional and passing 
glance. We must look to the future. 

New opportunities await us .. . 
and we must be prepared to grasp 
them. New chances to use our 
expertise will arise ... and we must 
stand ready to embrace them. To 
continue into the new century doing 
what we have always done—to 
deliver the best in consumer finan- 
cial services—we have to stay on our 
toes. 

Our planning effort draws on the 
intelligence, ingenuity, and experi- 
ence of Beneficial people at every 
level of the organization. The com- 
pany’s future is being designed by a 
great team. And together, we will 


make it happen! 


(left to right): 


Daniel R. O’Brien 

President and Chief Executive 
Officer, Beneficial Insurance 
Group, Inc. 


Thomas P. McGough 
Senior Vice President and 
Controller, Beneficial 
Corporation 


William H. H. Ely, Jr. 
Senior Vice President and 
Treasurer, Beneficial 
Corporation 


Jane M. Kenny 
Vice President-Corporate and 
Community Affairs, BMC 
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(Front row, left to right): 


Steven Muller 
Chairman, The 21st Century 
Foundation, Washington, D.C. 


Charles W. Bower 
Retired; former Senior Vice 
President and Treasurer of 
Beneficial Corporation 


Susan M. Wachter 
Associate Professor of Finance, 
The Wharton School, University 
of Pennsylvania, Philadelphia, 
Pennsylvania 


Thomas H. Kean 

President, Drew University 
Madison, New Jersey; 

Former Governor of New Jersey 


Finn M. W. Caspersen 
Chairman of the Board 

of Directors and 

Chief Executive Officer 


James H. Gilliam Jr. 
Executive Vice President, 
General Counsel and Secretary 


Susan Julia Ross 
Attorney at Law, Natelson and 
Ross, Taos, New Mexico 


Jan Leschly 

Chairman, Pharmaceuticals 
SmithKline Beecham p.L.c. 
Brentford, United Kingdom 


K. Martin Worthy 
Attorney at Law, Hopkins & 
Sutter, Washington, D.C. 


(Back row, left to right): 


Kenneth J. Kircher 
Secretary to the 
Board of Directors 


J. Robert Hillier 
Architect and businessman, 
The Hillier Group, Inc., 
Princeton, New Jersey 


E. Norman Veasey 
Attorney at Law, Richards, 
Layton & Finger, Wilmington, 
Delaware 


Charles H. Watts, II 
Educational and business 
consultant, Boston, Massachusetts 


David J. Farris 

Member of the Office of the 
President and Chief Operating 
Officer 


Andrew C. Halvorsen 
Member of the Office of the 
President and Chief Financial 


Officer 


Robert C. Cannada 
Attorney at Law, Butler, Snow, 
O’Mara, Stevens & Cannada, 
Jackson, Mississippi 


Gerald L. Holm 
Consultant to the Company; 
former Vice Chairman of 
Beneficial Corporation 


Robert A. Tucker 

Retired; former Member of the 
Office of the President and Chief 
Financial Officer of Beneficial 
Corporation 


Leonard S. Coleman Jr. 
Vice President, Kidder, Peabody 
and Co., New York, New York 
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Review of Fourth 
Quarter Results 


Financing 


Beneficial Corporation and Subsidiaries 


FINANCIAL REVIEW 


Despite a difficult comparison against a strong performance in the fourth quarter 
of 1989, Beneficial Corporation achieved a modest 2% gain in fourth quarter net 
income to $32.3 million, up from $31.6 million a year earlier. Comparable earnings 
per share also increased 2% to $1.39 from $1.36 in the 1989 quarter. This represents 
Beneficial’s sixteenth consecutive quarter of increased core operating earnings per 
share on a year-to-year basis. 

The quarter was marked by particularly strong receivables growth of $554 
million, as several acquisitions of portfolios added to excellent internal growth. In 
last year’s fourth quarter, receivables increased $270 million before the sale of $248 
million of California home equity loan receivables through a securitization in the 
capital markets. 

The lending spread widened from the third quarter’s 9.25% to 9.53% in the 
fourth quarter, and was only slightly below the particularly wide 9.61% achieved in 
the last period of 1989. Accordingly, coupled with the outstanding earning asset 
growth during the year, lending spread income was quite strong in the quarter, 
increasing 12%. This factor offset a moderate increase in the chargeoff percentage in 
the quarter to 0.36% from 0.29% a year earlier, as net chargeoffs rose to $29.1 mil- 
lion from $20.6 million. Contractual delinquency also improved as all loan and sales 
finance balances delinquent two months or more improved to 3.51% at year-end 
from 3.64% at September 30. This delinquency figure was 4.75% at the end of 1989. 

Included in fourth quarter net income were several special items, the effect of 
which offset one another. The Company recorded a $21.5 million charge ($13.4 mil- 
lion aftertax) to fully write off its investment as a limited partner in highly leveraged 
real estate partnerships. 

In December, the Company received a $34 million payment in full settlement of 
a contingent note and an equity option it held in the insurance subsidiaries which 
were sold in 1987 as part of the Company’s major corporate restructuring. The net 
aftertax gain from this payment of $20.3 million is reflected in income from discon- 
tinued operations. Offsetting this credit in discontinued operations was a $6.9 mil- 
lion net aftertax charge to reflect a credit guarantee the Company had granted to the 
purchaser of two Eastern Airlines 727-200 aircraft leveraged leases. The leveraged 
lease portfolio was sold during Beneficial’s restructuring. Accordingly, the net impact 
of the special items on net income is zero. 


Beneficial continued in 1990 to broaden its investor base in the domestic money 
and capital markets. The Company’s commercial paper and medium-term note pro- 
grams experienced increased levels of investor interest as reflected in the placement of 
over $19.4 billion of commercial paper and $1.3 billion of medium-term notes during 
the year. In June 1990, Fitch Investors Service raised the Company's senior debt rating 
from A to A+. This rating increase reflects the continued improvement in the Com- 
pany’s consumer finance operations and ancillary businesses. 

Beneficial’s primary source of term financing remains continuously offered 
medium-term notes (MTN). During 1990, $1.3 billion of medium-term notes were 
issued at a weighted-average maturity of 5.6 years and a spread over the comparable 
Treasury security of approximately 104 basis points. 

Since Beneficial reactivated its MIN program in February of 1988, it has sold 
over $2.5 billion of medium-term notes. The flexibility of this program continues to 
meet the needs of both Beneficial and investors, and generally results in more cost- 
effective financing than traditional underwritten capital market transactions. 
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Financing (cont'd) Beneficial continues to focus on developing direct sales to investors through its 
NASD registered broker/dealer subsidiary, Beneficial Securities, Inc., as a complement 
to distribution through investment banking houses. Beneficial placed $64 million 
directly with investors during 1990. 

In 1990, $675 million of term debt carrying a weighted-average coupon rate of 
10.12% matured. The refinancing of these maturities as well as receivable growth and 
other cash needs resulted in total worldwide issuance of $1.3 billion in term debt. 

As a result of these term debt activities, Beneficial’s weighted-average interest 
rate on long-term debt outstanding at December 31, 1990 was 9.58%, declining from 
9.74% at December 31, 1989 and 9.80% at December 31, 1988. 

Total debt levels at year-end were inflated by a substantial liquidity position on 

Average Worldwide the balance sheet, largely reflecting sales of commercial paper in excess of the Com- 

rae! Funds pany’s immediate needs. Cash and equivalents at year-end totaled $248 million. 

During 1991, total term debt of $696 million will mature, including $48 million 

of debentures where the holders may elect early payment. Total 1991 maturities carry 

a weighted-average interest rate of 9.94%. 

Beneficial continues to generate deposits domestically through Beneficial 
National Bank and Beneficial Savings Bank as well as from employee thrift accounts. 
The Company’s consumer banking operations in the United Kingdom and Germany 
also generate modest amounts of deposits. 

The Company’s primary source of short-term financing continues to be directly 
placed commercial paper. The Company issued over $19.4 billion in domestic com- 
mercial paper notes in 1990. As has been true in the past several years, a number of 
significant customers were added to the commercial paper investor base. 

Commercial paper outstandings at the end of 1990 totalled $2.1 billion at an 
average rate of 8.55% compared to $1.8 billion at the end of 1989 at an average rate 
of 9.01%. The Company maintains committed revolving credit facilities in support of 
its outstanding commercial paper and continues to be able to place paper at tight 
spreads to the highest rated issuers. The cost of maintaining such revolving credit 
facilities remained at 0.125%. 

The lower short-term debt costs on the domestic side were somewhat offset by a 
significant increase in foreign short-term debt interest costs in all three of the coun- 
tries outside the United States in which Beneficial operates. The overall corporate 
short-term debt cost, including international subsidiary borrowings and fees for bank 
credit facilities, was 9.25% in 1990 compared to 9.96% in 1989. Domestically, short- 
term borrowing costs during the year averaged 8.45%, down from 9.56% in 1989. 
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Funding Base 


At December 31 % of % of 
(in millions) 1990 Total 1989 Total 
Short-Term Debt 
U.S. Currency $1,992 26% $1,761 28% 
Foreign Currencies 445 6 224 2) 
Total Short-Term Debt 2,437 32 1,985 31 
Deposits Payable 489 Mi 389 6 
Long-Term Debt 4,634 61 4,011 63 
Funding Base $7,560 100% $6,385 100% 
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Beneficial’s total worldwide, melded-average borrowing cost, including fees paid 
on bank revolving credit facilities, was 9.55% in 1990, down from 9.97% in 1989. 
This decrease was primarily due to the decrease in domestic commercial paper costs 
as well as the maturity of several high-rate long-term debt issues. Presented below 
are the average quarterly borrowing costs for total corporate debt during 1990 and 
the prior four years. 


Average Worldwide Cost of Funds 


eS 


1990 1989 1988 1987 1986 
lst Quarter 9.56% 10.04% 9.07% 9.00% 10.05% 
2nd Quarter 9.57 10.25 9.11 9.05 9.69 
3rd Quarter 9.53 9.83 9.42 9.25 9.18 
4th Quarter 9,52 9.75 9.71 9.35 9.06 
Full Year 9.55% 9.97% 9.33% 9.15% 9.48% 


Beneficial continues to maintain a conservative posture with respect to interest- 
rate risk. During 1990, Beneficial purchased asset/liability management software 
which will permit the Company to more easily evaluate alternative funding strategies 
as well as the impact on its portfolios of varying market conditions. As Beneficial 
continues to aggressively explore receivable acquisition opportunities, this system 
will also permit more sophisticated evaluation for securitizing fixed- or variable-rate 
receivables in order to maintain appropriate leverage ratios. 

In February 1990, the Company entered into an interest-rate exchange agree- 
ment (“swap”) totalling $100 million. Beneficial assumed a fixed-rate interest obliga- 
tion which resulted in a savings of over 36 basis points from the rate available in the 
cash markets. This transaction reduced the Company’s interest-rate exposure and 
matches fixed-rate borrowings with the growth in the fixed-rate portfolio at the cur- 
rent time. 

Beneficial also continues to maintain a conservative posture regarding foreign cur- 
rency risk. Foreign subsidiaries borrow in local, functional currencies to the extent 
practical. The Company’s net investment exposure in these subsidiaries is hedged 
through the forward markets, currency swaps, and, increasingly, through the use of for- 
eign currency options. Foreign currency options provide an effective means, both eco- 
nomically and from an accounting standpoint, of hedging foreign currency exposures. 

The Company’s rates for commercial paper and medium-term notes are quoted 
daily on the TELERATE SYSTEM. 


The table on the next page analyzes profitability dynamics for continuing opera- 
tions for the past five years, presenting major categories of income and expense as a 
percentage of the average principal balance of receivables. Special one-time items 
have been segregated from individual categories to provide a consistent comparison 
of operating profitability. 

Total receivables grew an outstanding $1,105 million, or 16%, during 1990 to 
reach $8.0 billion at year-end. Acquisitions of receivables portfolios from other con- 
sumer lenders contributed $280 million, or 25% of the year’s total growth. As has been 
true for the last two years, strongest growth was in fixed-rate real estate secured loans. 
For the year, real estate secured loans increased an excellent $775 million to reach 
$5.0 billion at year-end, 63% of the entire portfolio. Personal unsecured loans 
increased by $192 million to $2.2 billion at year-end, while sales finance obligations 
were up a healthy $66 million to $591 million at December 31. The loan portfolio of 


Profitability Analysis 
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Operating Expense Ratio 


(includes Salaries & Benefits 
and Other only) 


(percent) 
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our Beneficial National Bank subsidiary increased an excellent $72 million to $237 
million at year-end. Taken together, consolidated average receivables outstanding for 
the year increased 8% to $7,283 million, up from $6,737 million in 1989. 

Beneficial’s lending spread increased in 1990 for the first time since 1986. This 
key margin widened to 9.44% from 9.26% in 1989 as a lower cost of funds more 
than offset a slight decline in the portfolio’s gross yield to 18.38% from 18.57% in 
1989. The increase in the lending spread is impressive in light of the fact that opera- 
tions in Canada and the United Kingdom suffered from significantly higher borrow- 
ing costs due to the sharply higher level of interest rates in those countries. 

Insurance premiums and benefits as reported are distorted by life reinsurance 
transactions and by the purchase of a block of ordinary life insurance during the 
year. Credit insurance premiums written declined a modest 2%, and credit loss ratios 
increased somewhat. Accordingly, despite another year of excellent growth in insur- 
ance investment income, total pretax earnings from insurance operations declined 
slightly to $62.2 million from $62.3 million in 1989. Pretax insurance earnings rep- 
resented 0.85% of average receivables in 1990 compared to 0.92% of average receiv- 
ables in 1989. 


Profitability Analysis 


December 31 1990 1989 1988 1987 1986 
Average Receivables (in millions) $7.283> $65737 =$6,2852 S$>;7077 7$5,167 


% of Average Receivables 


Finance Charges and Fees 18.38% 18.57% 18.10% 18.20% 18.98% 
Interest Expense 8.94 9.31 8.67 8.49 8.81 
Lending Spread 9.44 9.26 9.43 O71, < AOr Le 
Insurance Premiums 3.54 Slt 2.96 1.80 |e fs. 
Other Revenues 2.19 iA 251 1.70 1.96 
Gross Spread ATS Ae VIS 90°R 13267 ai3ss 
Salaries & Employee Benefits 3.53 oe 3.40 3.64 3.15 
Insurance Benefits 2.80 228 2.00 91 1.02 
Provision for Credit Losses 1.59 eat 1.15 lee 125 
Other Operating Expenses 4.21 File oe 4.78 5.16 
Total Operating Expenses D2S. RAY POF 10-557 ts 


Operating Income before Special Items 3.04 2.99 2.86 2.66 2.70 


Special Items (a) (.29) - (.19) 95 (.20) 
Operating Income 2.75 2,99 2.67 3.61 2.50 
Provision for Taxes 1.14 1.20 1.00 1.18 1.06 
Income from Continuing Operations 1.61 1x79 1.67 2.43 44 


(a) Special items consist of “Provision for Loss on Leveraged Real Estate Partnerships” in 1990, 
“Provision for Data Processing Upgrade” in 1988, “Interest Income from Tax Settlement” in 


1987, and “Provision for Restructuring” in 1986. 
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Office Network 


Other revenues were quite strong in 1990, chiefly reflecting the outstanding suc- 
cess of our Refund Anticipation Loan program with H&R Block. Also contributing to 
the strong comparison was the aforementioned excellent growth in insurance invest- 
ment income and strong servicing revenues on the $248 million of California home 
equity loans that were sold to investors through a securitization in the capital mar- 
kets during the fourth quarter of 1989. Reflecting these influences, other revenues 
increased to 2.19% of receivables from 1.74% in 1989. 

Overall operating expense ratios deteriorated slightly in 1990. Reflecting some 
growth in headcount and significant increases in medical and dental expenses, sala- 
ries and employee benefits increased to 3.53% of average receivables from 3.41% in 
1989. Other operating expenses as a percentage of average receivables improved to 
4.21% from 4.27% a year earlier. Accordingly, the operating expense ratio, the sum 
of the two aforementioned totals, increased slightly to 7.74% in 1990 from 7.68% in 
1989. A reduction in this ratio is anticipated in 1991, despite the incremental bur- 
den of Bencom III expenses. In perspective, it should be noted that as recently as 
1985 this ratio was significantly higher at 9.11%. 

Reflecting the increase in net chargeoffs and the dramatic receivables growth, the 
provision for credit losses increased to 1.59% of average receivables from 1.21% in 
1989. 

Operating income before special items as a percentage of average receivables 
increased to 3.04% from 2.99% in 1989. As recently as 1986 this key operating mea- 
surement was only 2.70%. The effective tax rate was higher in 1990 at 41.5% com- 
pared to 40.0% in 1989. The increase was chiefly due to a reduced proportion of tax 
exempt interest ‘in insurance investment income. Despite the higher tax rate, the net 
aftertax return on receivables was unchanged at 1.79% in 1990 and 1989 after 
removing the $13.4 million aftertax special item. 

Removing the $13.8 million aftertax loss of Harbour Island and the $13.4 mil- 
lion aftertax special item and examining profitability of Beneficial’s core consumer 
finance services businesses taken alone produce a net aftertax return on average 
receivables of 1.98% in 1990 compared to 2.04% on a comparable basis in 1989. 


As has been true in recent years, the size of the loan office network remained 
relatively stable in 1990. At year-end, Beneficial was operating 1,068 offices in four 
countries, compared to 1,071 offices at the end of 1989. Most noteworthy of new 
office openings in 1990 was Beneficial’s two new offices in what was formerly East 
Germany. In the United States, Beneficial operates 900 offices in 40 states, compared 
to 903 offices in 39 states a year earlier. During 1990, Beneficial reentered the state 
of Wisconsin with one office after exiting some years ago. Beneficial is now located 
in most of the key areas of the country offering both attractive growth potential and 
a hospitable regulatory climate. International operations consisted of a total of 168 
offices: 104 in Canada, 53 in the United Kingdom, and 11 in Germany. 

Examining geographic concentrations, California remains a particularly impor- 
tant state with 29% of worldwide receivables, while significant concentrations of out- 
standings also exist in the states of New York (8%), Pennsylvania (6%), Ohio (6%), 
New Jersey (3%), and Florida (3%). Canada is the most significant operation outside 
of the United States with 7% of worldwide receivables. 

Operating efficiencies at the loan office level continue to improve. At year-end 
the key measure of cash invested (principal of finance receivables) per employee rose 
to $1.32 million from $1.23 million at the end of 1989. Similarly, cash invested per 
office increased to $6.9 million from $6.3 million at December 31, 1989. 


Consumer Finance 
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The total number of customer accounts increased 144,000 during 1990, bringing 
total accounts to 2,058,000 from 1,914,000 at the end of 1989. This is an important 
operating statistic in the finance industry since, traditionally, consumers will borrow 
from Beneficial multiple times. Along with sales finance activities, a highly sophisti- 
cated direct mail marketing effort has proven to be a particularly significant means of 
gaining new customers. Additionally, as mentioned previously, during 1990 Beneficial 
was successful in acquiring several attractive portfolios of consumer receivables. 


Real estate secured loans (chiefly second mortgages) continue to be the largest 
category of loans outstanding and Beneficial’s key growth market. With tax deduct- 
ibility for consumer interest paid on home equity loans protected up to a $100,000 
loan size, it seems likely that home equity loans will continue to be the key manner 
in which consumers access credit when they have a significant financial need. More- 
over, despite the significant growth in nationwide second mortgages outstanding in 
recent years, and the decline in real estate values in some areas of the country, the 
overall untapped market remains huge. Estimates of unleveraged housing equity in 
the United States are in the range of several trillion dollars. Also, despite the fact that 
Beneficial ranks among the nation’s very largest second mortgage lenders, its total 
number of real estate secured loan customers is only 189,000. 

Real estate secured loans increased an excellent 18% in 1990 to reach $5.0 bil- 
lion at year-end and represent 63% of Beneficial’s total receivables portfolio. About 
$1.8 billion, or 22% of the total receivables portfolio, are high-yielding first mort- 
gages. As was true in 1989, best growth occurred in fixed-rate real estate secured 
loans, as opposed to the variable-rate credit line accounts. At year-end, Beneficial’s 
total fixed-rate real estate secured portfolio was $3.9 billion. Loans written during 
1990 were at an average yield of 16.23%. The variable-rate real estate secured revolv- 
ing line of credit accounts totaled $1,089 million at year-end, up from $936 million 
at December 31, 1989. The average yield on the variable-rate portfolio remained at 
approximately prime plus 500 basis points. An interesting aspect of Beneficial’s real 
estate secured credit lines is that a very high percentage of the revolving line is actu- 
ally drawn down, currently 87% on average. 

Although still excellent, yields on real estate secured loans are significantly 
lower than on Beneficial’s unsecured personal loans. However, net chargeoffs are a 
fraction of unsecured loan chargeoffs, and operating costs per dollar loaned are sig- 
nificantly less than on unsecured lending. Accordingly, real estate secured loans are 
actually more profitable than unsecured loans. 

Beneficial’s real estate secured loans are subject to carefully monitored under- 
writing of both the borrower's ability to repay and the appraised value of the home 
as determined by independent, professional outside appraisers. These loans are actu- 
ally well-documented consumer loans based solely on the credit worthiness of the 
borrower, with the collateral of the real estate providing additional security. Never- 
theless, as has been true for many years, for second mortgage loans, Beneficial will 
generally lend to a cap of only 75% (including the existing first mortgage) of the 
appraised value of the home as determined by certified, independent appraisers. In 
addition, a rigorous discipline of credit approval is enforced as to borrower debt-to- 
income ratios and overall customer credit quality. A customized and regionalized 
credit scoring system is used as a key tool in evaluating consumer credit worthiness. 
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Most real estate secured loans must be approved by regional management in 
addition to the originating loan office manager. The largest loans must also be 
approved by a senior vice president at headquarters. Appraisers are evaluated and 
policed by regional supervisory management, as well as by the loan office manager. 
Finally, if a loan becomes delinquent, Beneficial moves quickly to protect its position 
by initiating foreclosure proceedings. In most instances, such action results in the 
loan being brought current. 

Although the average real estate loan made has been increasing in recent years, 
the average outstanding balance remains relatively low. The average outstanding bal- 
ance at year-end was $26,330, up from $24,354 at the end of 1989. The average real 
estate secured loan made in 1990 was $29,605, up from $27,704 in 1989. 

Real estate loan net chargeoffs remain low. In 1990, including losses on disposi- 
tion of foreclosed property, real estate losses averaged 0.39% of average outstandings, 
compared to 0.27% in 1989 and 0.25% in 1988. Real estate secured loan balances 
delinquent two months or more declined to 2.77% at year-end from 4.40% at the end 
of 1989. Largely reflecting economic softness in the northeastern part of North Amer- 
ica (both in the United States and in Canada), foreclosed real estate owned did 
increase during 1990 to $38 million at year-end or 0.76% of real estate loans outstand- 
ing. This percentage was 0.39% of outstandings at the end of 1989, 0.30% of outstand- 
ings at the end of 1988, and 0.29% of outstandings at the end of 1987. 


Unsecured personal loans increased $192 million during 1990 to reach $2.2 bil- 
lion at year-end and represented 27% of total receivables outstanding. 

Although operating costs per dollar loaned and net chargeoffs are substantially 
higher for unsecured personal loans than for real estate secured lending, the signifi- 
cantly higher yields realized in personal loan operations continue to make it a 
highly profitable product line. In 1990 the average yield on unsecured personal loans 
written was an excellent 25.56%. The average-size personal loan made was $2,284 
compared to $2,234 in 1989. 


Sales finance activities conducted by Bencharge and the newly formed subsidi- 
ary, Beneficial National Bank USA (BNB USA), headquartered in Peapack, NJ, repre- 
sent the most important source of new loan customers for Beneficial. In 1990, 
approximately 53% of new loan borrowers originated as sales finance customers. 

Total sales finance outstandings for combined Bencharge and BNB USA activities 
increased to $591 million at year-end from $525 million a year earlier. 


Bencharge, through Beneficial’s loan office network, continues to actively target 
“high ticket” local and regional retailers through three programs: 1) A private label 
revolving charge program which provides the retailers’ customers with an open line 
of credit to use in the store; 2) A receivables acquisition program whereby retailers 
can sell their portfolios of sales finance accounts to Bencharge; and 3) A closed-end 
program under which retailers offer fixed-term contracts to customers for single 
“high ticket” purchases. 

In 1990, Bencharge purchased over 794,000 sales finance contracts, up over 7% 
from 1989. Total dollar volume increased to $650 million from $585 million a year 
earlier. Moderate growth is anticipated in 1991, and like BNB USA, Bencharge will 
continue its focus on the appliance, electronic, furniture, home improvements and 
apparel industries. 
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Officially chartered during the fourth quarter, BNB USA’s formation was the most 
significant development for Beneficial’s sales finance business in 1990. While 
Bencharge programs are marketed through the loan office network to the smaller 
regional/local retailers, BNB USA was formed as a credit card bank to provide sales 
finance services to larger regional/national retailers in a centralized, highly automated 
environment. 

Targeting retailers in the appliance, electronic, furniture, home centers, and 
apparel industries, BNB USA offers a private label revolving charge program which 
provides the retailers’ customers with an open line of credit to use in the store. In 
addition, BNB USA offers receivables acquisition programs whereby retailers can sell 
their existing portfolios of revolving sales finance accounts to BNB USA. 

During 1990, BNB USA assumed operating responsibility for several Bencharge 
retailers while adding four new retailers to its portfolio. At year-end, the outstanding 
receivables were approximately $52 million. BNB USA will aggressively promote its 
services through trade journal advertisement, direct mail and trade show representa- 
tion under “The Sales Advantage” marketing theme. Projections for 1991 are for con- 
tinued steady growth with an emphasis on receivable acquisitions. 


Commercial bank loans represent the loan portfolio of Beneficial National Bank 
(BNB), Beneficial’s commercial banking subsidiary. The breakdown of the portfolio is 
approximately 65% commercial and industrial loans and 35% consumer loans. A 
large portion of the C&I loans are commercial mortgage loans or have real estate 
collateral as additional security for cash flow-oriented business loans. As indicated in 
the table below, BNB’s loan portfolio has more than doubled over the past five years 
from $102 million in 1986 to $237 million at the end of 1990. 


Finance Receivables 


at December 31 (in millions) 1990 1989 1988 1987 1986 
Real Estate Secured Loans $5,008 $4,233 $4,056 $3,756 $3,357 
Personal Unsecured Loans 2,171 1,979 1,888 1,805 1,560 
Sales Finance Contracts 591 525 509 456 442 
Commercial Bank Loans 237 165 145 118 102 

Total $8,007 $6,902 $6,598 $6,135 $5,461 


Receivables growth in Beneficial’s international operations was significantly 
inflated in 1990 by the strengthening of the British pound and German mark against 
the U. S. dollar. In total, a translation gain of $71 million was recorded for the full 
year, compared to a $9 million translation loss in 1989. 

In their indigenous currencies, the United Kingdom and German subsidiaries 
showed excellent relative growth, with full year gains of 29% and 12%, respectively. 
Canadian dollar receivables declined by 2% in the recessionary economic environ- 
ment that prevailed in Canada for a large part of the year. 

Beneficial’s Canadian operation consists of 104 offices located across Canada, 
although the provinces of Ontario and Quebec represent 75% of total Canadian out- 
standings. Canadian operations are quite similar to operations in the U. S., with 60% 
of Canada’s outstandings in real estate secured loans and the remainder in personal 
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Credit Quality — 
Condition of the 
Portfolio 


unsecured loans and sales finance. Canada continues to represent Beneficial’s largest 
operation outside of the U. S., with $534 million in receivables at year-end, down 
from $545 million at the end of 1989. As denominated in Canadian dollars, the 
unit’s receivables fell C$12 million or 2% for the year. Canadian earnings increased 
slightly in 1990, the sixth consecutive year of higher profits. 

Beneficial’s subsidiary in the United Kingdom is Beneficial Bank PLC, a retail 
banking operation offering consumer loan, sales finance, bank credit card, and 
deposit services to consumers through 53 offices throughout the United Kingdom. As 
denominated in pounds sterling, the bank’s receivables increased £45 million reflect- 
ing strong growth in the bank’s VISA card portfolio. However, earnings were down 
sharply for the year, although the strong growth in the receivables portfolio appears 
to lay the groundwork for an excellent earnings gain in 1991. — 

Beneficial also operates through a banking charter in Germany through BFK 
Bank AG. Including the two offices opened in November in what was formerly East 
Germany, BFK now has 11 offices, with an additional two office openings planned 
for Eastern Germany in 1991. As denominated in Deutschemarks, receivables 
increased 12% in 1990. Despite noticeable start-up costs related to the East German 
openings, earnings showed an excellent increase for the year. 

In order to substantially eliminate income statement foreign exchange exposure 
for Beneficial Corporation, international operations are generally funded in local cur- 
rencies through domestic financial markets. Canadian operations sell commercial 
paper and medium-term notes through dealers in the Canadian financial markets. 
United Kingdom and German bank operations do generate deposits but chiefly fund 
themselves through bank borrowings and long-term debt placements. 

The table below discloses international finance receivables by country as trans- 
lated into U. S. dollars. On this basis, international receivables of $1.1 billion repre- 
sent approximately 14% of the corporate total, unchanged from 1989. Noteworthy is 
the significant growth experienced since 1986 in the international operations. 


International Finance Receivables 


at December 31 


(in millions) 1990 1989 1988 1987 1986 
Canada $ 534 $545 $517 $424 $324 
United Kingdom 387 250 281 248 190 
Germany 208 161 157 215 102 
Total $1,129 $956 $955 $887 $616 


Beneficial’s credit quality remained strong in 1990 despite the eroding economic 
climate in North America, an erosion which became particularly apparent late in the 
year. Although the net chargeoff ratio increased slightly from the exceptionally low 
levels of the past few years, the chargeoff percentage remains at a quite reasonable 
level historically and relative to competing consumer lenders. 

As a percentage of average receivables, net chargeoffs increased to 1.31%, or 
$100.1 million, from 1.11%, or $78.0 million in 1989. The increase in the ratio was 
chiefly due to a significant increase in the net chargeoff ratio on unsecured personal 
loans and on sales finance obligations, reflecting increased losses due to bankruptcy. 
Net chargeoffs on real estate secured loans remain quite modest, with the chargeoff 
percentage up only slightly over 1989. Including losses on disposition of foreclosed 
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property, real estate loan losses averaged 0.39% of average outstandings, compared to 
0.27% in 1989 and 0.25% in 1988. 

Beneficial’s net chargeoff ratio has averaged less than 1.07% annually over the 
past six years. Indicative of the conservatism of our chargeoff policy, recoveries of 
previously charged off loans have averaged 19% of gross chargeoffs over the same 
period. 

During 1990, Beneficial switched to the contractual method of delinquency cal- 
culation from the previously utilized recency method. On this contractual basis, 
delinquency improved significantly in 1990 as the loan offices focused their efforts 
on managing to a contractual standard. At year-end all loan and sales finance bal- 
ances delinquent two months and greater improved to 3.51% from 4.75% at the end 
of 1989. On a relative basis, the improvement in real estate secured loan delin- 
quency was even greater than the improvement in unsecured loan delinquency. Con- 
tractual delinquency on North American real estate loans improved to 2.77% at year- 
end from 4.40% at the end of 1989. Contractual delinquency statistics on a 
consistently applied, comparable basis are not available for years prior to 1989. 

At year-end, the allowance for credit losses as a percentage of receivables was 
2.93%, down from 3.03% at the end of 1989. For the year, the reduction of 10 basis 
points was less than the 20 basis point reductions in 1989 and 1988. At the year-end 
level of 2.93%, the reserve covers 1990 chargeoffs 2.3 times, a particularly conserva- 
tive ratio by industry standards. Many of our competitors maintain credit loss 
reserves only | to 1.5 times their recent year chargeoff level. 


Credit Quality Measures 


(in millions, except percentages) _ Net Allowance 

Chargeoffs for Allowance 

Gross to Average Credit for Credit 

Amount of Gross Losses at Losses to 

Receivables Net Finance End of Finance 

Year Charged Off Chargeoffs(a) Receivables Year Receivables 
1990 $116.7 $100.1 1.31% $234.2 2.93% 

1989 92.9 78.0 ee 208.8 3.03 

1988 84.1 68.6 1.05 2128 323 

1987 80.1 64.9 1.08 210.6 3.43 

1986 Zon 58.6 1.07 195.6 3.58 

1985 Sy Ae: 38.3 O77. 190.3 3.89 


(a) Less offsetting recoveries. 


Beneficial Mortgage Corporation (BMC) is Beneficial’s mortgage banking subsidi- 
ary. BMC originates investment grade residential first mortgage loans. Most loans are 
subsequently sold by BMC into the secondary market without recourse on a servicing 
retained basis. Substantially all loans are sold carrying either Fannie Mae or Freddie 
Mac guarantees, providing a stream of continuing servicing fee income for BMC. 

The market rate first mortgage products of Beneficial Mortgage Corporation, sold 
through our consumer finance loan office system and by our network of correspon- 
dent banks, thrifts and mortgage bankers, provide Beneficial additional opportunities 
to develop new customer relationships and to extend profitable additional financial 
services to those consumers with high-quality credit profiles. All loans are carefully 
underwritten to high-quality credit evaluation standards at BMC’s corporate head- 
quarters in Newark, Delaware. 
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BMC’s 1990 pretax loss of $0.9 million represents a significant improvement 
over a 1989 pretax loss of $2.0 million and the 1988 pretax loss of $5.6 million. 
More efficient use of automation, improvements in work flows and further overhead 
reductions all contributed to the improvement. Overhead expenses were significantly 
reduced during the fourth quarter by the consolidation of two regional processing 
centers. Supported by advanced systems technology, these functions have now been 
centralized to achieve better economies of scale and should improve 1991’s bottom 
line. 

1990 mortgage loan originations totalled $246 million, up from $238 million in 
1989. The moderate increase reflects improvement in marketing programs. Through 
the securitization process, BMC sold $268 million of first mortgages into the second- 
ary market in 1990. 

At year-end BMC’s servicing portfolio surpassed $1.2 billion, up 16% from 1989, 
and just slightly less than the 18% gain achieved in 1989. The entire portfolio, 
which consists primarily of conventional fixed-rate mortgages, has a weighted-average 
interest rate under 10% and a weighted-average maturity of approximately 25 years. 
Low interest rates on seasoned loans such as these can be expected to generate mini- 
mal turnover, and thus provide a fairly predictable, stable stream of servicing fee 
income. 

BMC’s mortgage delinquency ratios outperform most mortgage banking industry 
statistics, reflecting strict underwriting standards and tight servicing controls. On the 
entire portfolio, the delinquency rate on all accounts 90 days or more past due was 
0.35% at year-end compared to 0.42% at the end of 1989. 

Beneficial Mortgage Corporation has positioned itself for marked operating 
improvement in 1991 based on continued growth in the servicing portfolio, reduced 
overhead, and a continuation of prudent origination and underwriting policies. 


Beneficial National Bank (BNB), based in Wilmington, Delaware, is the Beneficial 
Corporation commercial banking subsidiary. BNB provides a full range of commercial 
and consumer banking services to small- and medium-sized businesses and con- 
sumers in Delaware and surrounding markets. In addition, the Bank provides signifi- 
cant corporate cash management and treasury services to Beneficial Corporation and 
its operating subsidiaries. The Bank operates seven full-service branches in Delaware. 

The Bank reported another excellent year in 1990 as net income increased 76% 
to $6.5 million from $3.7 million in 1989. Average assets increased to $264 million 
from $225 million in 1989. Return on average assets was 2.47% with return on aver- 
age equity of 22.38%. The Bank’s capital to assets leverage ratio was a very strong 
9.8% at year-end 1990. 

Earnings improvement resulted primarily from an increase in processing fee rev- 
enue from the Tax Refund Anticipation Loan program and an increase in net interest 
income. 

At December 31, 1990, total loans outstanding, excluding participations sold to 
other institutions, were $237 million, up 44% from the prior year. Approximately 
65% of total loans are loans to small- and medium-sized businesses in the local Del- 
aware market. The 1990 loan gain includes the purchase of $29 million of home 
equity secured credit card receivables from a Kansas financial institution. The credit 


quality of the credit card portfolio is excellent. Overall, consumer loans increased 
29% during 1990. 
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The reserve for loan losses was 1.43% at year-end, compared to 1.37% at the 
end of 1989, with net chargeoffs only 0.27% of average loans outstanding during the 
year. Over the last five years, annual net chargeoffs have averaged only 0.24% of total 
loans. Nevertheless, the loan loss reserve has been increased at year-end to reflect 
increased delinquency and current economic conditions. 

Beneficial’s ownership of this full-service commercial bank enables the Corpora- 
tion to enjoy cash management efficiencies. All disbursements through the consumer 
finance loan office network, as well as all checks written by customers on revolving 
credit lines sold through the loan office network, are drawn on BNB. Consumer 
Finance System office deposits are made at regional banks and are electronically 
transferred and concentrated at BNB on a daily basis. Additionally, a full range of 
banking services, including deposit accounts, wire transfer, and check processing, are 
provided to the Corporation and its subsidiaries. 

Beneficial National Bank originates and services the Tax Refund Anticipation 
Loans issued through H&R Block Offices. The Bank receives payment for these loans 
through electronic funds transfer of customers’ refunds from the Internal Revenue 
Service. 

Throughout 1991, the Bank will continue to increase its retail banking base. The 
Bank differentiates itself by emphasizing and providing high levels of personalized 
service and the best total value to its customers. Continued dedication to managing 
credit quality and achievement of greater cost efficiencies should assure that financial 
performance will continue to be strong in the future. 


Over the past four years, Beneficial has conducted a cooperative program with 
H&R Block and certain of its franchisees, the dominant providers of tax preparation 
service nationally for consumers. Through Beneficial National Bank, “Refund Antici- 
pation Loans” (RAL) are made to consumers entitled to a tax refund who file their 
returns with the Internal Revenue Service through Block's electronic filing system. 
After the return is processed, refund proceeds are directly transferred from the IRS 
via an electronic funds transfer to a unique consumer account at BNB with the pro- 
ceeds applied to repay the outstanding loan. 

Beneficial receives a flat fee for extending the loan. In 1990 the fee was reduced 
to $35.00 from $38.50 in 1989. The average loan amount was essentially unchanged 
at just under $1200. Growth in the number of RALs processed was excellent in 
1990, as Beneficial made just over 1.2 million RALs, up from less than 600,000 in 
1989 and 450,000 in 1988. Accordingly, despite the reduction in fee, profitability of 
the program was excellent. Another year of very strong performance from the RAL 
program is anticipated in 1991. 


Beneficial Savings Bank (BSB) is Beneficial’s consumer banking subsidiary. BSB is 
a Florida-based, federally chartered savings bank with 11] branches centered in the 
corridor between Tampa and Orlando. A relatively small institution, BSB ended the 
year with total assets of $116 million compared to $110 million at the end of 1989. 
The institution generated a small loss in 1990 after being marginally profitable in 
1989. 

While economic influences will have an impact on asset growth and credit qual- 
ity in 1991, BSB has positioned itself well to maintain quality growth in consumer 
lending. In addition, the achievement of greater cost efficiencies should improve 
BSB’s financial performance in the future. 
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Although net income for Beneficial’s Insurance Group was down slightly from 
record 1989 earnings, 1990 was, nonetheless, another strong year. Led by its major 
insurance subsidiary, The Central National Life Insurance Company Of Omaha 
(CNL), the Insurance Group reported total pretax income of $62.2 million, compared 
to $62.3 million in 1989, while net aftertax earnings declined to $42.7 million from 
$44.6 million in 1989. 

The Insurance group’s premiums written, the lion’s share of which came through 
CNL, rose 15% to $244.2 million from $211.5 million in 1989. This increase was 
largely due to the purchase of a block of ordinary life insurance business that gener- 
ated a one-time addition of $51.0 million of premiums written. The substantial premi- 
ums written gain from 1989 was partially offset by the termination of several reinsur- 
ance agreements amounting to $13.2 million that had outlived their utility. 


CNL and its New York domiciled subsidiary, American Western National Life 
Insurance Company, rank among the industry leaders in the highly specialized con- 
sumer credit insurance marketplace, offering both life and disability coverages. These 
products are marketed primarily through the domestic Beneficial branch network. For 
1990, credit premiums written through this distribution system were $65.8 million, a 
3% decrease from the 1989 total of $67.5 million. 

Credit insurance premiums written in the non-affiliated or independent market 
were $12.0 million in 1990, unchanged from 1989, as CNL began to make inroads in 
establishing new client relationships in this marketplace. This was encouraging given 
that marketing efforts are currently centered on the consumer loan operations of 
commercial banks, thrift institutions, finance companies and automobile dealerships 
in the Northeast, a region that is being heavily impacted by the current economic 
downturn. Although less profitable than the Beneficial-related business (as a result of 
the higher commissions paid to producers), this non-affiliate production continues to 
contribute to corporate profits. 


CNL continued to improve upon its successful 1989 entry into the annuity mar- 
ketplace, with annuity sales of $77.1 million, up sharply from $12.4 million in 1989. 
The company markets single premium deferred annuities largely through its relation- 
ships with major S@Ls and regional banks in the Middle Atlantic area, although in 
1990 limited nationwide expansion was achieved through selected marketing com- 
panies and general agents. CNL also began offering annuities through Beneficial’s 
banking subsidiary, Beneficial National Bank. With additional annuity variants added 
to the product line, CNL looks forward to the continued strong expansion of this 
business on a national level in 1991. Marketing efforts are aided by the fact that CNL 
is rated “A+” (the highest rating) by Best’s Insurance Reports, and by the fact that the 
company is part of the Beneficial family. 


Insurance agency relationships are maintained with several outside insurance com- 
panies which offer credit property and selected non-credit related products. These 
products are marketed chiefly through the domestic Beneficial branch network. Agency 
operations earn a substantial commission, while the insurance risk of loss rests with 
the insurance carrier. Beneficial’s role is one of retailer of the product rather than 
underwriter. Expansion of the agency approach through the delivery of a wider variety 
of insurance products to a greater number of Beneficial customers and potential cus- 
tomers is currently being explored. This would allow for increased agency earnings 
without incurring underwriting risk or significant operating costs. For 1990, as a result 
of the continual increase in commission income, agency operations reported pretax 
income of $13.8 million, compared to $12.1 million in 1989. 
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Driven by strong cash flow from operations, significant investment income 
growth continued for 1990, with total pretax investment income increasing 18% to 
$37.1 million. The investment portfolio remains conservatively structured, consisting 
almost entirely of fixed-income obligations, predominantly “A” rated or better. Cur- 
rent new investment activities center on high-quality corporate debt obligations. 

The outlook for Beneficial’s Insurance Group remains excellent. Current and pro- 
posed product lines and distribution systems present attractive opportunities for 
solid expansion. CNUs overall expertise in the insurance marketplace, its responsive 
administrative staff devoted to fully servicing customer needs, and its sound financial 
position (statutory surplus of $174.2 million at year-end 1990 and the aforemen- 
tioned “A+” rating from Best’s) should enable it to build on current and past suc- 
cesses in both the Beneficial-related and independent marketplaces. 


Harbour Island is a 177-acre island development located just off the waterfront 
of downtown Tampa, Florida. The island is connected to downtown Tampa by two 
bridges and a modern people mover system. So far, only a modest portion of the 
island has been developed, with the major projects consisting of an office building, a 
retail market, a hotel, condominiums, and an athletic club. Of the 200 condominium 
units, 186 were either sold or under contract at year-end. The office building was 
sold during 1989. In 1988 a long-term direct financing lease was negotiated for the 
hotel, under the terms of which the lessor assumed full operating responsibility. 

Three significant residential development projects were started in 1990: a 272- 
unit upscale garden apartment complex, a detached single-family owned project and 
a fee-simple townhouse project. Although the residential real estate market in the 
Tampa area is relatively soft, outside financing was arranged, and the initial market 
reaction to all three projects has been quite positive. 

At year-end Beneficial’s investment in and advances to Harbour Island totaled 
$108 million, compared to $113 million at the end of 1989. Pretax operating losses 
amounted to $21.0 million for 1990 compared to $24.7 million in the prior year. 
Most of this charge represents interest costs, since Beneficial assigns no equity to this 
project but funds it all with debt at the Company’s overall melded cost of funds. 
Reflected in the pretax loss is depreciation expense of $2.2 million in 1990 and $2.0 
million in 1989. 

The Harbour Island development must be viewed as a long-term investment. 
Clearly, the Tampa real estate market, like most of Florida, is relatively slow, particu- 
larly on the commercial side. However, the Tampa area continues to be a vibrant, 
growing community with exceptional long-term prospects for continued growth. The 
fundamental outlook for the retail market and for the hotel has recently been 
enhanced by the opening of the major Tampa Convention Center directly across the 
bridge from Harbour Island. However, until significant parcels of the remaining 105 
acres of raw land are sold, Beneficial’s accounting losses from Harbour Island are not 
likely to decline substantially because of the continued significant cost to carry. 


Subsidiaries of Beneficial also own nearly 700 acres of real estate adjacent to the 
Peapack, New Jersey office complex. This land, coupled with certain zoning approvals 
recently obtained, would appear to be a highly valuable corporate asset. However, 
given the current depressed state of the New Jersey real estate market, sales of signif- 
icant parcels of this land do not appear likely this year. 
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BALANCE SHEET 
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(in millions) December 31 1990 1989 
Assets 
Cash and Equivalents $ 248.0 $s 8b2 
Finance Receivables (Note 5) 8,007.0 6,901.7 
Allowance for Credit Losses (Note 5) (234.2) (208.8) 
Net Finance Receivables 7,772.8 6,692.9 
Investments (Note 4) 493.3 383.4 
Property and Equipment 197.5 22 
Other Assets (Note 6) 558.4 564.5 
Total Assets $9,270.0 $7,947.5 
Liabilities and Shareholders’ Equity 
Short-Term Debt (Note 8) $2,436.5 $1,985.0 
Deposits Payable (includes employee thrift deposits) 489.1 389.4 
Long-Term Debt (Note 9) 4,633.9 4,010.8 
Total Interest-Bearing Debt 7,559.5 6,385.2 
Accounts Payable and Accrued Liabilities (Note 7) 414.9 455.0 
Insurance Policy and Claim Reserves 310.8 196.2 
Total Liabilities 8,285.2 7,036.4 
Shareholders’ Equity: 
Preferred Stock (Note 10) 115.1 (SIH 
Common Stock (60.0 shares authorized; 22.4 shares issued 
and outstanding) (Note 10) 22.4 22.4 
Additional Capital 61.0 60.1 
Net Unrealized Loss on Equity Securities (Note 4) (2.1) (1.8) 
Accumulated Foreign Currency Translation Adjustments (10.5) (11.1) 
Retained Earnings 798.9 726.4 
Total Shareholders’ Equity 984.8 911.1 
Total Liabilities and Shareholders’ Equity $9,270.0 $7,947.5 


See Notes to Financial Statements. 
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STATEMENT OF INCOME AND RETAINED EARNINGS 


SS Ss 
(Unaudited) 
Three Months 


Ended December 31 Years Ended December 31 
et a ee ie SE a ge es Pe ee Sa oe NS 
1990 1989 (in millions, except per share amounts) 1990 1989 1988 
er nee Ve ny SRO ee OP Ae nee a er 

Revenues 
$351.0 $317.8 Finance Charges and Fees $1,338.4 $1,250.9 SI378 
167.5 154.0 Interest Expense 650.8 627.5 ata 
ee ee a ee Se a. Ee ei ee 
183.5 163.8 Lending Spread 687.6 623.4 592.6 
87.7 69.2 Insurance Premiums 257.6 209.8 186.2 
34.3 30.9 Other 159.5 117.6 94.5 
305.5 263.9 Total 1,104.7 950.8 873.3 
Operating Expenses 
65.2 SoA Salaries and Employee Benefits 256.9 230.0 213.9 
72.3 ye Insurance Benefits 204.1 150.5 12321. 
34.7 23.8 Provision for Credit Losses 115.8 81.8 72.0 
Provision for Loss on Leveraged Real 

21.5 - Estate Partnerships (Note 3) 21.5 _ _ 
80.8 LPs Other (Note 15) 306.3 287.0 293.8 
274.5 2113 Total 904.6 749.3 705.4 


Income From Continuing Operations, 


31.0 52.6 before Income Taxes 200.1 20159 167.9 
12.1 2 1nO Provision for Income Taxes (Note 16) 83.1 80.6 62.9 
18.9 31.6 Income From Continuing Operations 117.0 120.9 105.0 
Income From Discontinued Operations, 
13.4 ~ after Income Taxes (Note 2) 13.4 - - 
32.3 31.6 Net Income 130.4 120.9 105.0 
780.8 709.7 Retained Earnings, Beginning of Period 726.4 665.7 616.7 
(14.2) 13315) Dividends Paid (Note 14) (57.9) (58.4) (56.0) 
Premium Paid on Redemption of 
- (1.8) Redeemable Preferred Stock (Note 13) - (1.8) = 
$798.9 $726.4 Retained Earnings, End of Period $ 798.9 Soe $ 665.7 
Earnings per Common Share 
Si9 $ 1.36 Continuing Operations $ 5.01 $ 5.01 $ 4.19 
.60 - Discontinued Operations .60 - - 
$ 1.39 $91236 Earnings per Common Share $ 5.61 $ 5.01 ne eg AS 
So ele aa a, aS i i a ee ee le ee 
$ .60 ee Dividends per Common Share $ 2.35 nepsipeee an ?(8) $ 2.00 
22.3 22:5 Average Common Shares Outstanding 22.3 22:3 222 


eS 


See Notes to Financial Statements. 
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STATEMENT OF CASH FLOWS 


Years Ended December 31 


(in millions) 1990 1989 1988 


Cash Flows From Operating Activities 
Net Income $ 130.4 $ 120.9 $ 105.0 
Reconciliation of Net Income to Net Cash Provided by 
Operating Activities: 


Provision for Credit Losses 115.8 81.8 FOG 
Provision for Deferred Income Taxes (23.5) (24.9) (21.9) 
Depreciation and Amortization 34.4 45.0 43.6 
Insurance Policy and Claim Reserves 114.6 20.1 (18.4) 
Accounts Payable and Accrued Liabilities (74.1) 39.0 eS 
Provision for Loss on Leveraged Real Estate 
Partnerships 21.5 ~ ~ 
Loss on Discontinued Operation 10.4 = e 
Net Cash Provided by Operating Activities 329.5 281.9 207.8 
Cash Flows From Investing Activities 
Loans Originated or Acquired (4,180.6) (3,664.5) (3,393.5) 
Loans Repaid or Sold 3,051.8 3,266.6 2,864.7 
Other Receivables 41.7 (34.9) 6.4 
Securities Purchased (1,628.7) (999.9) (1,390.5) 
Securities Sold or Matured 1,524.2 980.3 1,367.9 
Investments in and Advances to Discontinued 
Operations 3 TGs’ (78.7) 
Net Proceeds from Sales of Discontinued 
Operations - - Ei 
Property and Equipment Purchased (14.6) (10.8) (24.2) 
Other (28.4) (33.6) (14.4) 
Net Cash Used in Investing Activities (1,234.3) (489.7) (646.6) 
Cash Flows From Financing Activities 
Short-Term Debt, Net Change 429.3 38.8 (98.4) 
Deposits Payable, Net Change 88.5 18.5 70.1 
Long-Term Debt Issued 1,286.1 815.0 911.1 
Long-Term Debt Repaid (674.4) (553.7) (360.2) 
Repurchase of Company Common Stock = (7) 
Redemption of Redeemable Preferred Stock - (60.1) (16.7) 
Dividends Paid (57.9) (58.4) (56.0) 
Net Cash Provided by Financing Activities 1,071.6 200.1 449.2 
Net Increase (Decrease) in Cash and Equivalents 166.8 (et) 10.4 
Cash and Equivalents at Beginning of Period 81.2 88.9 78.5 
Cash and Equivalents at End of Period $ 248.0 Cals. $ 688.9 


a as a a 0 a 
Supplemental Cash Flow Information 


Interest Paid $ 654.9 $ 644.5 athe ie Aya 
Income Taxes Paid 55.1 70.0 44.5 


SS SSS SSS SSS SSS 
See Notes to Financial Statements. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 


Financial Condition 


Beneficial’s leverage (the ratio of interest-bearing debt to 
total equity) increased to 7.68 times at the end of 1990 
from 7.01 times at the end of 1989. The higher leverage 
reflects the financing necessary to fund continued strong 
growth in receivables. Borrowings in excess of current 
needs accounted for 26 basis points of leverage at 
December 31, 1990, an increase of 17 basis points in 
excess liquidity during the year. 


Total assets grew 17% during the year, with finance 
receivables accounting for the majority of the growth. 
Finance receivables increased just over $1.1 billion, or 
16%, while average receivables were up 8% for the year. 
Strongest growth continued to be in real estate secured 
loans, up $775 million or 18%, and personal unsecured 
loans, up $192 million or 10%. Acquisitions, primarily 
home equity loans, accounted for approximately $280 
million of this receivables growth. It is believed that rel- 
atively good receivables growth will continue in 1991. At 
December 31, 1990, the finance receivable mix was 63% 
real estate secured, 27% personal unsecured, 7% sales 
finance contracts, and 3% commercial bank loans. 


Other significant increases in total assets were in cash, 
which increased $167 million or 205%, and in invest- 
ments, which increased $110 million or 29%. Cash lev- 
els at year-end 1990 reflect an increase in liquidity, 
resulting largely from short-term borrowings in excess of 
current needs. The increase in investments reflects 
strong annuity sales during the year and an investment 
of cash proceeds received by an insurance subsidiary in 
connection with an assumption of a block of ordinary 
life insurance in the second quarter of 1990. 


Beneficial switched in 1990 to the contractual method of 
calculating loan delinquency from the previously utilized 
recency method in order to bring Beneficial more in line 
with the practice of the broader consumer lending 
industry. This switch had no impact on net income. On 
a contractual basis, consumer finance loan balances 
delinquent two months and greater decreased to 3.51% 
from 4.75% at the end of 1989. Net chargeoffs as a per- 
centage of average receivables, however, increased to 
1.31% from 1.11% in 1989. The increase over 1989 is 
largely due to a soft real estate market, especially in cer- 
tain states in the northeastern United States and in 
Canada. 


At year-end, the allowance for credit losses as a percent- 
age of finance receivables was 2.93%, compared to 3.03% 


in 1989. Beneficial’s reserve level at year-end 1990 cov- 
ered the full year’s net chargeoffs 2.3 times, compared to 
2.7 times at the end of 1989, conservative ratios by 
industry standards. Because of Beneficial’s greater empha- 
sis on high-quality real estate secured loans over recent 
years, Beneficial has established a pattern of gradually 
reducing its reserve level. In 1990 the reserve was 
reduced 10 basis points. In 1989 and 1988 it was reduced 
20 basis points each year. 


Results of Operations 


Reflecting a $21.5 million provision to fully write off the 
Company’s investment as a limited partner in highly 
leveraged real estate partnerships (see Note 3 to the finan- 
cial statements for additional information), 1990 earnings 
from continuing operations decreased 3% from 1989 ley- 
els despite improvement in margin and increased profits 
from refund anticipation loans. Comparable earnings per 
common share from continuing operations were flat. 
Removing the $21.5 million ($13.4 million aftertax) provi- 
sion from 1990 results, 1990 earnings increased 8% over 
1989 levels, while earnings per share were up 12%. In 
1989, earnings were up 15% over 1988 and related earm- 
ings per common share were up 20%. The higher earn- 
ings per common share percentages in 1990 (after remov- 
ing the special item) and 1989 resulted from reduced 
preferred dividend requirements related to redemptions of 
the Company’s 9.25% redeemable preferred stock. 1988 
results included a one-time charge reflecting the switch to 
another hardware supplier for Beneficial’s Bencom III 
computer network project. Excluding this charge from 
1988 earnings, the percentage increase in 1989 was 7%, 
rather than the 15% reported. 


Reversing the trend of recent years, the lending spread 
increased as a percentage of average receivables. The 
lending spread was 9.44% in 1990, compared to 9.26% 
and 9.43% in 1989 and 1988, respectively, with the 
improvement attributable in large part to lower interest 
rates on short-term borrowings. The absolute dollar 
amount of interest expense increased $23.3 million in 
1990 of which $42.1 million was attributable to higher 
debt levels, offset by $18.8 million because of lower 
interest rates. The Company minimizes its exposure to 
interest-rate risks by maintaining a conservative gap 
between its interest-sensitive assets and liabilities. In 
addition, the Company uses interest-rate swap agree- 
ments to hedge its interest-rate risks. 
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The gross yield declined to 18.38% in 1990 from 
18.57% in 1989 and 18.10% in 1988. The decrease in 
yield from 1989 reflects the downward repricing of vari- 
able-rate revolving credit loans during the year as well 
as a higher proportion of lower-yielding real estate 
secured loans in the portfolio. Beneficial’s fixed-rate real 
estate secured loans originated in 1990 were written at 
an average yield of 15.83%, compared to 16.18% in 
1989 and 16.05% in 1988, while variable-rate real estate 
secured loans were written at a spread over prime of 
approximately 500 basis points. Variable-rate products 
are generally funded with lower-cost short-term debt. In 
1990 the average yield on unsecured personal loans 
written was 25.56%, compared to 25.57% and 25.08% in 
1989 and 1988, respectively. 


Interest expense as a percentage of average receivables 
was 8.94% in 1990, compared to 9.31% in 1989 and 
8.67% in 1988. Beneficial’s total worldwide, melded- 
average borrowing cost, including revolving credit com- 
mitment fees and issuance costs, was 9.55% in 1990 
compared to 9.97% and 9.33% in 1989 and 1988, 
respectively. Despite fluctuations in interest rates, 
interest expense in absolute terms has increased steadily, 
reflecting higher borrowing levels necessary to support 
receivables growth. 


Insurance premium revenue comparisons are distorted 
by life and accident and health reinsurance contracts 
and by the assumption in 1990 of a block of ordinary 
life insurance business. These transactions had only 
minimal effect on net income, as reinsurance benefits 
and commission expenses are distorted by essentially 
offsetting amounts. Excluding these items, premium rev- 
enue was up 5% from 1989. In 1989 it was down 6% 
from 1988. 


Other revenue increased 36% in 1990 over 1989 and 
24% in 1989 over 1988 principally due to higher invest- 
ment income and income from refund anticipation loans 
and, in addition in 1990, from servicing income from 
securitized receivables. Over the past four years 
Beneficial has conducted a cooperative program with 
certain income tax preparation enterprises. Under this 
program, consumers entitled to a tax refund who file 
their return with the Internal Revenue Service by an 
electronic filing system can obtain a refund anticipation 
loan from a Beneficial subsidiary. The subsidiary 
receives a flat fee for extending the loan. After a pilot 


program in 1987, the program went into full operation 
in 1988. Because of problems with screening refund 
applications, write-offs of loans resulted in a pretax loss 
of $4.8 million in 1988; however, most of these prob- 
lems were corrected, and pretax income of $12.0 million 
and $32.9 million was recorded in 1989 and 1990, 
respectively. This program is reviewed annually and has 
been implemented for 1991. In the event the program is 
not renewed in subsequent years, there would be an 
adverse impact on earnings of the Company. 


Harbour Island, Beneficial’s real estate subsidiary in 
Tampa, Florida, recorded pretax operating losses of 
$21.0 million in 1990, compared to $24.7 million and 
$22.6 million in 1989 and 1988, respectively. Interest 
costs contributed $16.4 million and $17.0 million to the 
pretax operating losses in 1990 and 1989. Beneficial 
assigns no equity to the project but funds it with debt at 
the Company’s overall melded cost of funds. The lower 
loss in 1990 as compared to 1989 reflects lower average 
borrowing levels in 1990 because of the sale of an office 
building in mid-1989 and lower interest rates in 1990. 
The increase in the loss in 1989 from 1988 reflects a 
one-time environmental clean-up cost of approximately 
$2.4 million. 


The effective tax rates on income before income taxes 
were 41.5%, 40.0% and 37.5% in 1990, 1989 and 1988, 
respectively. The statutory rates were 34% in all three 
years. The effective tax rates were higher than the U.S. 
statutory rates primarily because of state income taxes, 
incremental taxes on foreign operations, and other mis- 
cellaneous items. 


Fourth quarter net income included two items relating 
to discontinued operations. In December, the Company 
received a $34.0 million payment in full settlement of a 
contingent note and an equity option it held in the 
insurance subsidiaries which were sold in 1987 as part 
of the Company’s major corporate restructuring. Offset- 
ting this credit in discontinued operations was a $10.4 
million charge to reflect a credit guarantee the Company 
had granted to the purchaser of two Eastern Airlines 
727-200 aircraft leveraged leases. The leveraged lease 
portfolio was also sold during Beneficial’s restructuring. 
The net aftertax gain of these transactions of $13.4 mil- 
lion is reflected in income from discontinued operations. 
Additional information is included in Note 2 to the 
financial statements. 
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Changes in Cash Flow 


The Company’s principal sources of cash are collections 
of finance receivables, proceeds from the issuance of 
short- and long-term debt, and cash provided from oper- 
ations. The Company derives a relatively stable source of 
liquidity and cash flows from maturities and repayments 
of its receivables. The monthly collections of cash prin- 
cipal as a percentage of average balances were 3.42% in 
1990 and 3.70% in 1989. 


Substantial additional liquidity is available through a 
variety of committed bank credit lines which the Com- 
pany maintains in support of its commercial paper bor- 
rowings. At year-end 1990, total lines of credit were 
$2,123 million, all in the form of committed multi-year 
revolving credit facilities. The unused portion of all lines 
of credit was $1,782 million at December 31, 1990. 


In addition, in 1989 Beneficial subsidiaries sold $248 
million of home equity loan receivables through a 
securitization in the capital markets. While the Com- 
pany did not securitize additional receivables in 1990, 
the securitization in 1989 establishes Beneficial’s ability 
to access this additional funding source and reach a new 
base of investors. 


One of the Company’s financial strengths is its ability to 
raise long-term debt in a wide variety of domestic and 
international markets. Long-term debt issued during 
1990 amounted to $1,289 million, with an average 
interest rate of 9.37% and an average maturity of 5.6 
years. $675 million of long-term debt with an average 
interest rate of 10.12% matured. In 1990 long-term debt 
represented 61.3% of the Company’s total “Funding 
Base” down from 62.8% at the end of 1989. 


At December 31, 1990, the Company had available under 
a shelf registration with the Securities and Exchange 
Commission $80 million of unissued debt securities. In 
December 1990, a shelf registration for $2.0 billion was 
filed with the Securities and Exchange Commission. The 
registration became effective in February 1991. 


The Company’s principal uses of cash are loans to cus- 
tomers, repayments of maturing debt, dividends to 
shareholders, and general operating needs. 
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NOTES TO FINANCIAL STATEMENTS 
(in millions, except per share amounts) 


1. Summary of Significant Accounting Principles and 
Practices 


a) Basis of Consolidation. The consolidated financial 
statements include, after intercompany eliminations, 
the accounts of all subsidiaries except discontinued 
operations. All adjustments which, in the opinion of 
management, are necessary for a fair presentation have 
been reflected. Certain prior period amounts have been 
reclassified to conform with the 1990 presentation. 


b) Finance Operations. The financial statements are pre- 
pared on the accrual basis. Finance charges are recog- 
nized as income using the interest method or methods 
which produce similar results. Income accrual is sus- 
pended after 30 days on delinquent loans. 


Real estate secured receivables are reviewed individually 
by management, and a determination is made as to their 
collectibility. Accounts known to be uncollectible are 
charged off. In general, other receivables are automati- 
cally charged off after no payment has been made for six 
months. For all types of loans, collection efforts are gen- 
erally continued. 


c) Insurance Operations. The Company’s insurance subsidi- 
aries are engaged in writing credit life and credit accident 
and health insurance, ordinary life insurance and single 
premium annuities. Premiums on credit life insurance are 
taken into income using the sum-of-the-digits or actuarial 
methods, except in the case of level-term contracts, which 
are taken into income using the straight-line method over 
the lives of the policies. Premiums on credit accident and 
health insurance are generally taken into income using an 
average of the sum-of-the-digits and the straight-line 
methods. Premiums for ordinary life insurance are 
included in income when due. Premiums collected on 
annuity contracts are included as a liability in insurance 
policy and claim reserves, and annuity income is recog- 
nized in investment income as the difference between 
interest earned and interest credited on the contracts. Pol- 
icy reserves for credit life and credit accident and health 
insurance are equal to related unearned premiums. Addi- 
tionally, claim reserves for credit life and accident and 
health are adjusted to reflect claim experience. Liabilities 
for future life insurance policy benefits associated with 
ordinary life contracts are accrued when premium reve- 
nue is recognized and are computed on the basis of 
assumptions as to investment yields, mortality, morbidity 
and withdrawals. 


d) Valuation of Investments. Debt securities are carried at 
amortized cost; equity securities are generally carried at 
market value. The adjustment of the carrying amount of 
marketable equity securities from cost to market value is 
recorded directly in shareholders’ equity through a valua- 
tion allowance. The Company has both the ability and 
the present intention of holding these securities until 
maturity. 


e) Translation of Foreign Currencies. Assets and liabilities in 
foreign currencies are translated at the market rates at 
each balance sheet date. Foreign operating results are 
translated at the average market rates for each period cov- 
ered by the statement of income. The resulting translation 
adjustments are recorded in “Accumulated Foreign Cur- 
rency Translation Adjustments” in the balance sheet. 


f) Foreign Currency and Interest Rate Exposures. The Com- 
pany has entered into various off-balance-sheet transac- 
tions to manage its foreign currency and interest rate 
exposures. These transactions include options, currency 
swaps and forwards for foreign currency risk management 
and interest rate swaps for interest rate exposure manage- 
ment. Gains or losses on foreign currency instruments 
designated as hedges of the Company’s net investments in 
foreign subsidiaries are included with translation adjust- 
ments in equity. Gains or losses on these instruments in 
excess of the amount needed to offset net investment 
losses or gains are included in income. The net amount 
of interest income and interest expense on interest rate 
swap agreements used to hedge interest rate exposure are 
recognized in interest expense over the lives of the instru- 
ments. The Company’s policy is to participate only with 
highly rated financial institutions as counterparties in the 
above-mentioned transactions. 


g) Amortization of Intangible Assets. Premiums paid on 
receivables purchased are being amortized using straight- 
line and accelerated methods generally over five years. 
Excess cost applicable to acquisitions is generally being 
amortized over 40 years. 


h) Earnings per Common Share. Earnings per common 
share are computed by deducting dividend requirements 
on preferred stocks from net income and dividing the 
remainder by average shares outstanding and their equiva- 
lents. None of the preferred stocks are common stock 
equivalents. 


i) Cash Equivalents. The Company considers all highly liq- 
uid debt instruments purchased with a maturity of three 
months or less to be cash equivalents. 
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2. Income from Discontinued Operations 


In 1986 the Company adopted a comprehensive plan for 
restructuring which resulted in the Company concentrat- 
ing principally on its core consumer finance business 
and selling non-core subsidiaries. Among other disposi- 
tions, the Company completed sales of its major domes- 
tic property and casualty insurance company (ACIC) 
and international insurance subsidiaries in May 1987 
and sold substantially all of its leveraged lease portfolio 
in the latter part of 1987. 


In part, the compensation received for the insurance sub- 
sidiaries was a ten year $60.0 face amount note on which 
payments were contingent on subsequent performance of 
ACIC, and an option to purchase 9.9% of the stock of the 
international insurance subsidiaries sold. No value was 
placed on the contingent note or the purchase option. In 
December 1990, the purchaser of ACIC and the former 
international insurance subsidiaries and the Company 
agreed to settle the contingent note and option for $34.0. 
The net aftertax gain was $20.3. 


As a condition of the sale of the lease receivables in 
1987, the Company guaranteed payment to a purchaser 
in the event of default by Eastern Airlines on two leases 
for airplanes. In view of Eastern’s current financial status 
and uncertainties in the aircraft re-leasing market, the 
Company is likely to have to honor that commitment. 
Accordingly, the Company has set up a reserve of $10.4 
($6.9 aftertax) for the maximum cash payment which 
may be required. 


The $13.4 net after-tax effect of the above two items has 
been recorded in Income from Discontinued Operations 
in the statement of income. 


3. Provision For Loss on Leveraged Real Estate 
Partnerships 
A subsidiary of the Company entered into an agreement 
in prior years whereby up to $21.5 would be invested by 
the subsidiary as a limited partner in certain highly 
leveraged real estate partnerships. Beneficial’s security for 
such investment is secondary to the principal lender for 
such real estate ventures. As a limited partner, the subsid- 
iary has no control over management or operation of the 
partnership. In prior years, this investment is included in 
other assets in the balance sheet. The Company has no 
other investments of this nature. The general partner has 
an agreement with an unaffiliated company for $100 of 
financing for projects. The partnership reached the limit 
of this agreement in late January 1991, and it is doubtful 
that the general partner will be able to secure additional 
financing to meet the partnership’s obligations under 
the agreement and otherwise. Even if additional financ- 


ing is obtained, it is unlikely to be at terms favorable to 
Beneficial’s position. Also, a petition in involuntary 
bankruptcy was filed with respect to one of the signifi- 
cant investments in early February 1991. In view of 
these facts, the Company has established a reserve 
against the potential loss of all of the subsidiary’s invest- 
ment in the respective leveraged real estate partnerships. 


4. Investments 


The amortized cost and estimated market values of 
investments in debt securities at December 31, 1990 are 
as follows: 


Gross Gross 
Carrying Unrealized Unrealized Market 
Amount Gains Losses Value 
Debt Securities: 
Municipal $ 83.7 $ .8 $ (5.4) $ 79.1 
Corporate 290.5 3.1 (5.6) 288.0 
U.S. Government 58.2 1.0 (.2) 59.0 
Commercial 
Paper 13.1 - - 13.1 
Other 33.9 ps - 34.1 
Total $479.4 $5.1 $(11.2) $473.3 


The amortized cost and estimated market value of debt 
securities at December 31, 1990, by contractual maturity 
are shown below. Expected maturities will differ from 
contractual maturities because borrowers may have the 
right to call or prepay obligations with or without call or 
prepayment penalties. 


Carrying Market 

Amount Value 

Due in one year or less $ 32.2 $ 33.2 
Due after one year through 

five years 55.1 82.8 
Due after five years through 

ten years 165.8 148.5 

Due after ten years 226.3 208.8 

Total $479.4 $473.3 


The amortized cost of debt securities at December 31, 1989 
was $365.4, and the estimated market value was $363.8. 


Proceeds from sales of debt securities during 1990 were 
$1,208.9. Gross gains of $2.1 and gross losses of $.2 
were realized on those sales. 
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Investments in equity securities totaled $13.9 and $18.0 
at December 31, 1990 and 1989, respectively. The cost 
of such equities was $16.0 and $19.8. Unrealized losses 
totaling $2.1 in 1990, and unrealized gains of $.1 and 
unrealized losses of $1.9 in 1989, are reflected directly 
in a component of shareholders’ equity. The cost of 
investments sold is determined on the specific cost 
identification basis. 


5. Finance Receivables and Allowance for Credit 
Losses 

Finance receivables, net of unearned finance charges of 

$359.3 and $334.8 at December 31, 1990 and 1989, 

respectively, and maximum term in months from origi- 

nation are as follows: 


Maximum 
Amount Term 
December 31 1990 1989 1990 1989 
Real Estate 
Secured Loans $5,008.3 $4,233.4 180 180 


Personal Unsecured 


Loans 2,170.8 1,979.2 120 120 
Sales Finance 
Contracts 590.5 52404 60 60 
Commercial Bank 
Loans 237.4 Ie 7 360 360 
Total $8,007.0 $6,901.7 


Scheduled contractual payments of finance receivables to 
be received after December 31, 1990 are as follows: 


1991 1992 1993 1994 -Beyond 

Real Estate 

Secured Loans TOPo IS [os FS 8% 
Personal 

Unsecured Loans 47 30 15 4 4 
Sales Finance 

Contracts 81 is 4 ] i 
Commercial Bank 

Loans 29 12 9 7 43 
Overall Bil ye 12 10 30 


SSCS 


The above tabulation of scheduled contractual payments 
is not a forecast of collections. Collections of principal 
of finance receivables amounted to $2,985.6 for 1990 
and $2,993.5 for 1989. The percentage of monthly cash 
principal collections to average balances was 3.42% for 
1990 and 3.70% for 1989. 


42% 


An analysis of the allowance for credit losses follows: 


Balance at Beginning of Year 

Loans Charged Off 

Recoveries on Loans Previously 
Charged Off 

Provision for Credit Losses 

Other 


Balance at End of Year 


6. Other Assets 


December 31 


Accrued Investment Income 
Deferred Income Tax Benefits 
Deferred Premium on Sale of 
Mortgages 
Excess Cost of Net Assets Acquired 
Insurance Premiums Receivable 
Investments in and Advances 
to Discontinued Operations 
Miscellaneous Accounts and Notes 
Receivable 
Mortgage Loans Held for Resale 
Premiums on Accounts Purchased 
Property Acquired by Foreclosure 
Unamortized Insurance Policy 
Acquisition Costs 
Unamortized Software Costs 
Other 


Total 


1990 


$208.8 
(116.7) 


16.6 
115.8 
9.7 


$234.2 


1990 


$ 22.6 
162.1 


26.9 
21.6 
14.2 


19.6 


43.3 
40.7 
17.6 
41.5 


44.5 
24.8 
79.0 


$558.4 


7. Accounts Payable and Accrued Liabilities 


December 31 


Accounts Payable 


Accrued and Deferred Compensation 


Accrued Interest 

Accrued Pension Cost 
Dealer Reserves 

Income Taxes Payable 
Insurance Premiums Payable 
Other 


Total 


1990 


$ 68.1 
49.1 
87.4 
23.1 
12.3 
81.2 
22.5 
{12 


$414.9 


1989 


$212.8 
(92.9) 


14.9 
81.8 
(7.8) 


$208.8 


1989 


$25.3 
163.0 


2204 
235.2 
22a 


26.8 


57.6 
og he, 

1.0 
20.0 


434 
242 
82.1 


$564.5 


1989 


$ 96.1 
44.8 
89.4 
24.6 
123 
60.1 
20.2 

107.5 


$455.0 
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8. Short-Term Debt 


Short-term debt outstanding, of which 81.8% and 88.7% 
of the total at December 31, 1990 and 1989, respec- 
tively, is payable in U.S. currency, consists of the 
following: 


ESS 


December 31 1990 1989 
Bank Borrowings $ 375.7 $ 230.6 
Commercial Paper 2,060.8 1,754.4 

Total $2,436.5 $1,985.0 


rr 


The Company maintains committed revolving credit 
facilities in support of its outstanding commercial paper. 
The unused portion of bank lines of credit at December 31 
1990 is $1,782.4. Generally, lines of credit provide for a 
fee of %% per annum on the lines. 


? 


Average interest rates (including the costs of maintaining 
lines of credit) on borrowings outstanding at year-end 
are as follows: 


1990 1989 1988 
Bank Borrowings 12.90% 12.92% 12.16% 
Commercial Paper 8.55 9.01 9.78 


The weighted-average annual interest rates (including the 
costs of maintaining lines of credit) and additional data 
for short-term debt are as follows: 


1990 1989 1988 
Maximum Amount 
at Any Month End $2,436.5  $2,356.7 $2,376.0 
Daily Average Amount 2,113.7 = 2,054.3 2,036.1 
Weighted-Average 
Short-Term 
Interest Rates* 
U.S. Dollar 8.45% 9.56% 7.98% 
Other Currencies 13.97 12.92 9.17 
Overall 9.25 9.96 8.12 


*Rates have been determined by relating short-term interest costs for 
each year to the daily average dollar amounts outstanding. 


9. Long-Term Debt 


Long-term debt outstanding is as follows: 


December 31 1990 1989 
Currency: 
United States $4,447.4 $3,770.6 
Canadian 128.9 191.7 
German 58.4 51.7 
Unamortized Discount (.8) Cr) 
Total $4,633.9 $4,010.8 


Long-term debt, including weighted-average interest rates 
by year of maturity on debt outstanding at December 31, 
1990, is shown below in the earliest year it could 
become payable: 


Weighted-Average 


Maturity Interest Rates 1990 1989 
1990 $ = oS (25.1 
199] 9.94% 696.4 646.8 
1992 9.38 645.0 468.2 
1993 9.21 608.7 5537 
1994 10.92 557.9 415.0 
1995 9.67 658.0 211.4 
1996-2000 9.08 1,091.8 556.9 
2001-2005 8.06 210.7 PONY 
2006-2010 8.40 82.7 84.1 
2011-2013 12.83 83.5 83.5 
Unamortized 
Discount (.8) @G.2) 
Total $4,633.9 $4,010.8 


The weighted-average annual interest rate on debt out- 
standing at end of year was 9.58% for 1990 and 9.74% 
for 1989. 


The weighted-average interest rates (including issuance 
costs) on the Company’s long-term debt outstanding 
during the years ended December 31 were as follows: 


1990 1989 
U.S. Dollar Borrowings 9.64% 9.98% 
Other Currency Borrowings 9.37 9.26 
Overall 9.62 9.93 
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10. Capital Stock 


The number of shares of capital stock outstanding is as 
follows: 


December 31 
1990 1989 


5% Cumulative Preferred— 
$50 par value. 


Authorized, 585,730 407,718(a 


$5.50 Dividend Cumulative 
Convertible Preferred— 
no par value—$20 
stated value (each share 
convertible into 4.5 
shares of Common; 
maximum liquidation 
value, $3,252,900 and 
$3,476,800). Authorized, 
1,164,077 


32,529 34,768 


$4.50 Dividend Cumulative 
Preferred—$100 par value. 
Authorized, 103,976 103,976 103,976 

$4.30 Dividend Cumulative 
Preferred—no par value— 
$100 stated value. 
Authorized, 1,069,204 


836,585 836,585 


Common—$l par value. 
Authorized, 60,000,000 


After deducting treasury shares 
a) 5% Cumulative Preferred 
b) Common 


178,012 
4,822,066 


178,012 
4,822,066 


At December 31, 1990, a total of 184,544 shares of 
Common Stock was reserved for conversion of $5.50 
Preferred and 10.5% Convertible Instalment Notes. Dur- 
ing the year, 10,070 shares of Common Stock were 
issued upon conversion of the $5.50 Preferred Stock. 


The Company is authorized to issue 500,000 shares of 
Preferred Stock—no par value and 2,500,000 shares of 
Preferred Stock—$1 par value. Also, the Company is 
authorized to issue 250,000 shares of Series A Participat- 
ing Preferred—$1 par value in connection with preferred 
stock purchase rights (see Note 11). None of these 
authorized preferred shares are issued or outstanding. 


407,718(a 


22,414,564(b 22,404,494(b 


11. Preferred Stock Purchase Rights 


In 1987, the Company declared a dividend distribution 
of one Preferred Stock Purchase Right for each outstand- 
ing share of Common Stock of the Company. Each Right 
entitles the registered holder to purchase from the Com- 
pany one one-hundredth of a share of the Company’s 
Series A Participating Preferred Stock at a price of $175, 
subject to adjustment under certain circumstances. Until 
the Rights become exercisable, expire or are redeemed, 
they will automatically trade with the Common Stock. If 
the rights become exercisable, separate certificates will 
be distributed and the Rights will begin to trade inde- 
pendently from the Company’s Common Stock, but will 
at no time have voting power. 


The Rights will be exercisable ten days after public 
announcement that a person has acquired 15 percent or 
more of the Company’s outstanding Common Stock or 
has made a tender offer for 15 percent or more of the 
Company’s outstanding Common Stock. In addition, the 
Rights will become exercisable if the Board of Directors 
determines that the owner of at least 10% of the general 
voting power has become an “Adverse Person” (as 
defined in the Plan). 


If, at any time after the Rights become exercisable, but 
before they expire or are redeemed, the Company is 
acquired in a merger or other business combination or 
sells 50% or more of its assets or earning power, the 
holder of a Right will be entitled to buy, at the exercise 
price, a number of shares of Common Stock of the 
acquiring or surviving company having a market value 
of twice the exercise price of each Right. 


In addition, if a 15% or greater shareholder acquires the 
Company by means of a reverse merger in which the 
Company and its stock survive or engages in certain 
self-dealing transactions with the Company, or if a per- 
son acquires shares of the Company’s stock having 15% 
or more of the general voting power, each Right not 
owned by the 15% or greater holder would become exer- 
cisable for a number of shares of Participating Preferred 
Stock of the Company having a market value of two 
times the exercise price of the Right. The Rights held by 
the 15% or greater holder would be denied the benefit 
of this adjustment. 


Generally, the Rights may be redeemed by the Company 
for $.05 per Right at any time prior to the expiration of 
the Rights on November 23, 1997. 
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12. Stock Options 


In November 1990, the Board of Directors of the Com- 
pany adopted a non-qualified stock option plan (Plan), 
subject to shareholder ratification. The Plan and any 
benefits granted thereunder shall be null and void if 
shareholder ratification is not obtained within twelve 
months of the adoption of the Plan by the Board of 
Directors. 


Subject to adjustment in the case of any change in the 
common stock of the Company by reason of stock divi- 
dends, merger, and similar changes, the aggregate num- 
ber of options for any calendar year shall not exceed 
1-3/4% of the total issued and outstanding common 
stock of the Company, as measured on the first day of 
any such calendar year. If during any such calendar year 
the total number of authorized options are not granted, 
the remainder will be available for granting during any 
succeeding year during the term of this Plan. Shares of 
common stock to be issued upon exercise of options 
may be treasury shares reacquired by the Company or 
authorized and unissued common shares or a combina- 
tion of both. 


? 


The option price per common share under each option 
granted shall not be less than 100% of the fair market 
value per common share on the date an option is 
granted. The number of options and the periods of time 
over which such options shall be exercisable are deter- 
mined by a committee of the Board of Directors. In gen- 
eral, the exercise period commences one year after date 
of grant and extends for ten years. 


A maximum of 387,862 options were authorized for the 
Plan for the year 1990. A total of 379,750 options were 
granted, including 14,000 options for non-employee 
directors, at an average price of $43.50 for employees 
and $44.875 for outside directors. Options were granted 
for terms up to ten years and are exercisable in cumula- 
tive annual increments of 25 percent each year, com- 
mencing one year after date of grant. The option price 
was the fair market value of the shares on date of grant. 


13. Redeemable Preferred Stock 


In November 1989, the Company called for redemption 
all of its 9.25% Series Redeemable Preferred stock 


outstanding. The Company had the right to purchase the 
41,670 outstanding shares beginning November 15, 1989, 
at a price of $1,043.82, declining ratably thereafter to 
$1,000 per share. The premium paid on redemption of 
the shares is reflected as a reduction to 1989 retained 
earnings. 


14. Cash Dividends Paid 


December 31 1990 1989 1988 
Preferred Stock: 
9.25% Series ($92.50 
per share) eer afl) Sues Te he) 
5% ($2.50 per share) 1.0 1.0 1.0 
$5.50 Convertible ($5.50 
per share) 2 #3 12 
$4.50 ($4.50 per share) 5 5 3 
$4.30 ($4.30 per share) 3.6 3.6 3.6 
53.33 9.3 ip ilgs! 


Common Stock ($2.35, $2.20, 


and $2.00 per share) 52.6 49.1 44:2 


Total Cash Dividends $57.9 $58.4 $56.0 
15. Other Expenses 
December 31 1990 1989 1988 
Occupancy $62.3, $003) 2) 59-7 
Commissions 29.9 30.7 39.8 
Depreciation 26.9 22.0 23.8 
Marketing 25.0 23.3 21.2 
Postage 10.8 10.0 9.5 
Printing 13.3 HPT ete: 
Professional Services 15.5 S37 10 
Provision Related to Data 
Processing Upgrade - - 12.0 
Telecommunications 19.2 18.5 17.6 
Travel 15.0 Ady Ss ies? 
Other 88.4 83.3 76.7 
Total $306.3 $287.0 $293.8 
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16. Income Taxes 


The Company files a consolidated U.S. federal income 
tax return with all eligible subsidiaries, including eligible 
discontinued operations. Income taxes, whether payable 
currently or in the future, are provided on reported 
earnings. 


The provision for income taxes for continuing opera- 
tions is comprised of the following: 


December 31 1990 1989 1988 
Current: 
WES: $ 81.5 $ 77.6 $ 58.9 
Foreign 16.1 18.7 17.9 
Total 97.6 96.3 76.8 
Deferred: 
GES: (25.4) (23:3) (20.7) 
Foreign (.2) (1.6) (de) 
Total (25.6) (24.9) (21.9) 
State and Local 11.1 9.2 8.0 
Total Provision for 
Income Taxes $ 83.1 $ 80.6 $ 62.9 


Deferred income taxes result from timing differences in 
the recognition of income and expense for tax and 
financial statement purposes. The tax effects of the prin- 
cipal timing differences are as follows: 


December 31 1990 1989 1988 


Differences Between Cash 
and Accrual Basis 


$ (1.1) $ (6.6) $ (1.4) 


Insurance Benefits Provided 8 Ld ee 
Tax Depreciation in Excess 

of Book Depreciation 1.6 al 2S 
Reserve for Credit Losses (22.4) (17.7) (18.7) 
Deferred Retirement 

Plan Credits 5 aL. Mf 
Insurance Policy Acquisition 

Costs (1.1) Giks) (2.0) 
Data Processing Upgrade = - (4:1) 
Loss on Leveraged Real 

Estate Partnerships (8.1) _ = 
Other 4.2 (3.2) (.4) 


Total Provision for 


Deferred Income Taxes $(25.6) $(24.9) $(21.9) 


A reconciliation of the provision for income taxes at the 
statutory U.S. income tax rate to the tax provision as 
reported follows: 


December 31 1990 1989 1988 


Statutory U.S. Tax Rate 34.0% 34.0% 34.0% 
Increase (Decrease): 


Differential Due to 


Operations Outside U.S. 3.2 2.9 j Bs. 
Non-Taxable Investment Income (14); (22) (2 2h 
State and Local Income Taxes 3.4 2.8 2.9 


Other 2.3 25 » 


Effective Tax Rate 41.5% 40.0% 37.5% 


U.S. income taxes have not been provided at December 31, 
1990 on $41.2 of undistributed earnings of foreign sub- 
sidiaries, which are expected to be permanently invested 
in foreign countries, and on $77.8 of undistributed earn- 
ings of life insurance subsidiaries accumulated as policy- 
holders’ surplus under tax laws in effect prior to 1984. 
The additional U.S. income tax on foreign earnings, if 
repatriated, would be largely offset by foreign tax credits. 


The State of New Jersey has advised the Company that it 
is investigating whether the Company should have paid 
corporate income and net worth taxes in that state for 
certain years. It has been the Company’s position that it 
does not transact business in any state other than Dela- 
ware, except through subsidiaries authorized to conduct 
business in such states. The Company is currently 
engaged in discussions with New Jersey tax authorities 
and believes it has adequately provided for any potential 
state tax liability. 


17. Future Impact of Issued Accounting Standards 


In 1987 the Financial Accounting Standards Board 
(FASB) issued Statement No. 96, which requires a change 
in accounting for income taxes effective in 1992. The 
FASB is considering certain aspects of this statement 
including deferring the effective date. As a result, the 
Company has not determined the date of adoption or 
the effect on operating results of the statement. 


In 1990 the FASB issued Statement No. 106, which 
requires a change in accounting for post-retirement ben- 
efits other than pensions. The statement requires that 
the estimated cost of post-retirement benefits be 
recorded on an accrual basis, rather than a cash basis. 
The Company has not yet determined the effect of the 
adoption of the statement on the financial statements or 
the date or method of adoption. This statement must be 
adopted no later than 1993. 
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18. Employee Retirement Plans 


The Company has a non-contributory defined benefit 
pension plan covering substantially all of Beneficial’s 
employees in the United States. The benefits provided 
are based on the employee’s age, years of service, and 
average compensation during the highest three consecu- 
tive years of earnings. The Company has made annual 
contributions at least equal to the amounts accrued for 
retirement expense. Plan assets are invested primarily in 
corporate bonds and short-term investments. 


Employees of non-U.S. subsidiaries generally receive 
retirement benefits from company-sponsored plans or 
from statutory plans administered by governmental 
agencies in other countries. 


Net pension expense for domestic operations was $5.4, 
$5.0, and $4.5 for 1990, 1989 and 1988, respectively. 
Pension expense for the Company’s subsidiaries outside 
the United States was $1.0, $1.0, and $1.1 for the same 
periods. In addition, the Company funds a 401(k) sav- 
ings plan under which basic contributions are made 
annually up to 2.5% of each eligible employee’s annual 
compensation up to $0.2. Costs charged to income for 
the years ended December 31, 1990, 1989 and 1988 
were $3.0, $2.5 and $2.2, respectively. 


The domestic plan’s funded status and amounts recog- 
nized in the Company’s balance sheet are as follows: 


December 31 1990 1989 
Actuarial Present Value of 

Vested Benefit Obligation $18.6 $14.0 
Accumulated Benefit Obligation $28.4 S252 
Actuarial Present Value of 

Projected Benefit Obligation $63.7 $57.1 
Less Plan Assets at Fair Value 26.9 28.4 
Projected Benefit Obligation in 

Excess of Plan Assets 36.8 28.7 
Less Unrecognized Net Loss 13.7 sl 
Accrued Pension Cost Included in 

Other Liabilities $23.1 $24.6 


— 


For both 1990 and 1989, the projected benefit obligation 
was determined using an assumed discount rate of 8.5%, 


an assumed long-term rate of return on assets of 9%, 
and an assumed long-term rate of increase in future 
compensation levels of 5.5%. 


The following table details the components of net pen- 
sion expense for domestic operations: 


December 31 1990 1989 1988 


Service Cost—Benefits 
Earned During Period 
Interest Cost on Projected 
Benefit Obligation 5.0 4.2 ou, 
Actual Return on Plan Assets (2.2) (1.8) (1.5) 


S2.6° =$:2:65~" $23 


Net Periodic Pension Cost $ 5.4 $ 5.0 $ 4.5 


19. Geographic Information 


Operations are conducted through subsidiaries located 
primarily in the United States. Operations outside the 
U.S. are conducted through subsidiaries in Canada, the 
United Kingdom and Germany. The Company’s expo- 
sures in foreign currencies are hedged to the extent 
practical. 


Data by geographic area for the years ended December 31 
is shown in the following tabulation: 


Inter- 
United Company 
States Other Eliminations Total 
1990 
Revenue $1,553.1 $ 217.4 $ (15.0) $1,755.5 
Income before 
Income Taxes 177.8 22.3 - 200.1 
Assets 8,208.2 1,187.4 (125.6) 9,270.0 
1989 
Revenue 1,396.3 L914 (9.4) , 15 78:3 
Income before 
Income Taxes ATES 24.0 - PAWNS 
Assets 1,053.9 964.9 (718) 7947.5 
1988 
Revenue 1,245.6 180.0 (7.6) D418.0 
Income before 
Income Taxes 140.3 ITE 6) - 167.9 
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20. Leases 


The consumer finance system operates from premises 
under leases generally having an original term of five 
years with a renewal option for a like term. The Com- 
pany leases its headquarters in Wilmington, Delaware, 
under a lease expiring in 1993. Also, a subsidiary leases 
an office complex with a primary term expiring in 1999 
and renewal options totaling fifty-eight years. Data proc- 
essing equipment lease terms range from one to four 
years and are generally renewable. The minimum rental 
commitments under noncancelable operating leases at 
December 31, 1990 are as follows: 


1991 $ 45.1 
1992 423 
1993 38.9 
1994 34.5 
1995 29.2 
1996-2000 98.4 
2001-2013 27 

Total $291.1 


21. Forward Contracts, Options and Currency Swaps 


At December 31, 1990, the Company had forward con- 
tracts, options and currency swaps maturing from 1991 
to 1994 obligating it to deliver British pounds, Canadian 
dollars, and German marks in exchange for $470 in US. 
dollars. Concurrently, the Company had sold options to 
buy Canadian dollars and British pounds in exchange 
for $238 US. dollars. All options held or sold at Decem- 
ber 31, 1990 expire in 1991. The agreements were 
entered into in order to hedge the Company's exposure 
in foreign currencies to the extent practical 


22. Interest Rate Swap Agreements 


The Company periodically enters into interest rate swap 
agreements to reduce the impact of fluctuations in 
interest rates on its short-term debt portfolio. At Decem- 
ber 31, 1990, the Company had outstanding three agree- 
ments with financial institutions which have effectively 
fixed the rate of interest paid on $277 of short-term bor- 
rowings at an average rate of 9.41%, with maturities 
from 1991 to 1993. Also, the Company has an agree- 
ment expiring in 1991 in which interest received on 


$100 notional amount is fixed at 8.044% and is paid 
based on the 30-day commercial paper rate. The Com- 
pany is exposed to credit loss to the extent of net 
interest receivable, if any, in the event of nonperform- 
ance by other parties to the agreements. However, the 
Company does not anticipate nonperformance by the 
counterparties. 


The Beneficial Finance System has loan offices located 
in 40 states and in Canada, Germany and the United 
Kingdom. Beneficial has its highest percentage of receiv- 
ables in California (29%) with no other state or country 
having more than 8%. About 92% of receivables in Cali- 
fornia are real estate secured as compared to 63% for 
the overall system. Real estate secured loans are gener- 
ally limited to 75% (including the existing first mort- 
gage) of the appraised value of the home as determined 
by certified, independent appraisers. Prior to consider- 
ation of the value of the property, the borrower must 
demonstrate his ability to repay the loan. 


4. C€ E atk oaks Liabiliti 
In 1989 Beneficial securitized approximately $248 in 
revolving credit loans through a trust created as a real 
estate mortgage investment conduit Under terms of the 
sale, the purchaser has limited recourse against 
Beneficial should certain amounts of the loans prove to 
be uncollectible. However, Beneficial has reserves against 
these off-balance-sheet instruments which Beneficial 
deems adequate to provide for any accounts found to be 
uncollectible. At December 31, 1990, the aggregate 
unpaid balance of receivables securitized was $139. 
Beneficial has retained collection and administrative 
responsibilities as agent for the purchaser. 

Beneficial also has commitments to extend additional 
credit to customers under revolving real estate and per- 
sonal unsecured loan contracts as long as there is no 
violation of any condition established in the contract 
The commitments generally have fixed expiration dates 
or other termination clauses and generally require pay- 
ment of a fee. As of December 31, 1990, committed 
lines totaled approximately $2,400 of which about 15% 
was available for further loans. 
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MANAGEMENT’S REPORT 


Management is responsible for the preparation of the financial statements and related notes contained in 
this Annual Report and believes that such financial data presents fairly the Company’s results of operations 
and financial position. These statements necessarily include amounts based on the best estimates and 
judgements of management, all in conformity with generally accepted accounting principles. 


The Company maintains a system of internal control which provides reasonable assurance that assets 
are safeguarded and transactions are executed and recorded in accordance with management's 
authorization. An integral part of the Company’s internal control system is an active internal audit staff. 


The Company’s independent auditors, Deloitte & Touche, perform annual audits in accordance with 
generally accepted auditing standards. Their examinations include a review of the internal control system 
to establish a basis for reliance thereon in determining the nature, extent and timing of audit tests applied 
in the examination of financial statements. 


The Audit Committee of the Board of Directors is comprised entirely of outside directors. It meets regularly with 
management and the internal and independent auditors to review the activities of each and satisfy itself that 
responsibilities are properly discharged. Unrestricted access to the Audit Committee is provided to Deloitte & 
Touche and the internal audit staff, allowing open discussion without management's presence on the quality of 
financial reporting and the adequacy of internal accounting controls. 


Management recognizes its responsibility to provide reliable financial information and believes its system 
of internal controls enables it to meet that responsibility. 


{cee Mined) 0 Deadvowu MVlmas © Fp Ahead 


Finn M. W. Caspersen Andrew C. Halvorsen Thomas P. McGough 
Chairman of the Board Member of the Office Senior Vice President 
of Directors and of the President and and Controller 
Chief Executive Officer Chief Financial Officer 


INDEPENDENT AUDITORS’ REPORT 


To the Stockholders and Board of Directors of Beneficial Corporation: 


We have audited the accompanying consolidated balance sheets of Beneficial Corporation and 
Subsidiaries as of December 31, 1990 and 1989, and the related consolidated statements of income and 
retained earnings and cash flows for each of the three years in the period ended December 31, 1990. These 
financial statements are the responsibility of the Company’s management. Our responsibility is to express 
an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles used 
and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, such consolidated financial statements present fairly, in all material respects, the financial 
position of Beneficial Corporation and Subsidiaries at December 31, 1990 and 1989, and the results of 
their operations and their cash flows for each of the three years in the period ended December 31, 1990 in 
conformity with generally accepted accounting principles. 


Deloitte & 
Wee (hie Loe Touche 
rN 


Parsippany, New Jersey carn 
February 11, 1991 
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FIVE-YEAR SUMMARY 
(in millions, except where noted) 


During The Year 1990 1989 1988 1987 1986 

Net Income (Loss) 

Income from Continuing Operations (a) $ 117.0 120.9 105.0 138.8 74.6 

Income (Loss) from Discontinued Operations $ 13.4 - = 2.0 (268.2) 

Extraordinary Items $ = - - 32:4 - 

Cumulative Effect of Accounting Change $ 3 = - - 19.4 

Net Income (Loss) $ 130.4 120.9 105.0 7syy (174.2) 
Earnings (Loss) per Common Share (dollars) 

Continuing Operations (a) $ 5.01 5.01 4.19 5.52 2.66 

Discontinued Operations $ .60 ~ - .09 (11.93) 

Extraordinary Items $ - - ~ 42 - 

Cumulative Effect of Accounting Change $ = - ~ - 86 

Earnings (Loss) Per Common Share $ 5.61 5.01 4.19 mOS (8.41) 
Average Number of Common Shares 22.3 22.3 22,2 270 125 
Dividends Paid per Common Share (dollars) Sie 35 2.20 2.00 2.00 2.00 
Revenue $1,755.5 ISy7ke} 3) 1,418.0 1,293.0 ler 
Interest $ 650.8 627.5 544.7 484.5 4552 
Lending Spread $ 687.6 623.4 592.6 Bm EES 525.5 
Lending Spread as a % of Cash Invested 9.44 9.26 9.43 9.71 10.17 
Provision for Credit Losses $ 115.8 81.8 72.0 69.5 64.8 
Total Expenses $1,555.4 1,376.8 1,250.1 1,086.8 10434 
Income before Income Taxes $ 200.1 201.5 167.9 206.2 129.0 
% of Monthly Cash Principal Collections to 

Average Monthly Balances 3.42 SLO 3.70 3.68 422 
% of Finance Receivables Charged Off 

(less recoveries) to Average Monthly Balances 1.31 fA iil 1.05 1.08 1.07 

At Year-End 

Finance Receivables $8,007.0 6,901.7 6,598.1 6,134.8 5,461.1 
Number of Accounts 21 1.9 1.9 Tey tbr g 
Allowance for Credit Losses $ 234.2 208.8 212.8 210.6 195.6 
Total Assets $9,270.0 7,947.5 7,562.6 7,060.3 7,446.2 
Short-Term Debt $2,436.5 1,985.0 1,959.8 2,058.2 2,103.0 
Long-Term Debt $4,633.9 4,010.8 37 25.3 3,152.8 3,142.4 
Redeemable Preferred Stock $ - - 58.3 75.0 91.7 
Shareholders’ Equity (excluding redeemable 

preferred stock) $ 984.8 911.1 850.0 801.1 708.6 
Book Value per Common Share (dollars) $ 38.84 35.58 32.87 30.72 25.88 
% of Allowance for Credit Losses to Finance 

Receivables 2.93 3.03 323 3.43 3.58 
% of Finance Receivables with Delinquency 

Two Months and Greater on a Contractual Basis 3.51 4.75 n/a n/a n/a 
Holders of Common Shares (whole numbers) 16,400 16,800 17,900 18,500 19,200 
Employees (whole numbers) 7,800 7,200 6,800 6,600 6,800 
Consumer Finance Offices (whole numbers) 1,068 1,071 1,073 1,074 1,106 


(a) Includes the following Special Items, after income taxes: “Provision for Loss on Leveraged Real Estate Partnerships” of $13.4 ($.60 per share) in 
1990; “Provision for Data Processing Upgrade” of $7.9 ($.35 per share) in 1988; “Interest Income from Tax Settlement” of $32.6 ($1.44 per share) 
in 1987; and “Provision for Restructuring” of $5.5 ($.24 per share) in 1986. 7 


n/a—not available. 
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QUARTERLY FINANCIAL DATA (unaudited) 
(in millions, except per share amounts) 


ee SSS 


Quarter Ended March 31 June 30 September 30 December 31 Total 
1990 
Revenue $394.0 $488.5 $400.0 $473.0 $1,755.5 
Income before Income Taxes 54.3 58.5 56.3 31.0 200.1 
Net Income 

Income from Continuing Operations 31.8 BEM 32.6 18.9 117.0 

Income from Discontinued Operations - - - 134. 13:4 

Net Income 31.8 oi 6 32.6 32.3 130.4 
Earmings per Common Share 

Continuing Operations 137 145 1.40 AQ 5.01 

Discontinued Operations - - ~ .60 .60 

Earnings per Common Share 137 Pao 1.40 1.39 5.61 
Dividends per Common Share Se .60 .60 .60 2333 
Market Price of Common Stock: 

High 50 DS 55 46% 

Low 44% 48% 36% 34% 
1989 
Revenue $358.7 $397.4 $404.3 $417.9 $1,578.3 
Income before Income Taxes AOR 50.9 51.8 52.6 201.5 
Net Income Wiis 30.6 31.0 31.6 120.9 
Earnings per Common Share TAI 125 1.27 1.36 5.01 
Dividends per Common Share ap 55 Oo) se) 2.20 
Market Price of Common Stock: 

High 46% 55% 56% 54% 

Low 42% 45% 49% 46 
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April 11, 1990 


Dear Stockholder: 


On behalf of the Board of Directors of Beneficial Corporation, I am pleased to invite you to attend 
the 1990 Annual Meeting of Stockholders of the Company, which will be held on Wednesday, May 23, 
1990 at 400 Bellevue Parkway, Wilmington, Delaware. 


The business to be transacted at the meeting is set forth in the Notice of Meeting and is more fully 
described in the accompanying Proxy Statement. 


It is important that your shares be represented at the meeting, regardless of the number you hold. 
Whether or not you can be present in person, please sign, date and return your proxy in the enclosed 
postage-paid envelope as soon as possible. If you do attend the meeting and wish to vote in person, your 
proxy can be revoked at your request. 


A summary report of the meeting will be mailed to all stockholders with the financial results of the 
second quarter of 1990. 


We look forward to seeing you at the meeting. 
Best wishes. 


-Wes To 


FINN M. W. CASPERSEN 
Chairman of the Board 
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BENEFICIAL CORPORATION 
400 Bellevue Parkway, Wilmington, Delaware 19809 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 
May 23, 1990 


The annual meeting of stockholders of Beneficial Corporation, a Delaware corporation, will be held 
on Wednesday, May 23, 1990 at the office of the Company, 400 Bellevue Parkway, Wilmington, Delaware, 
at 11 A.M. Wilmington time, for the following purposes: 


(1) To elect directors of the Company. 


(2) To ratify the selection of the firm of Deloitte & Touche, Certified Public Accountants, as the 
independent auditors of the Company for 1990. 


(3) To transact such other business as may properly be brought before the meeting. 


Only shares of Common Stock, $4.30 Dividend Cumulative Preferred Stock and $5.50 Dividend 
Cumulative Convertible Preferred Stock may be voted at the meeting. The close of business on March 26, 
1990 has been set as the record date for the purpose of determining stockholders entitled to notice of and 
to vote at the meeting. Stockholders are requested to complete and sign the accompanying proxy and 
return it as soon as possible whether or not they can attend the meeting in person. A stockholder may 
revoke his or her proxy at the meeting. 


JAMES H. GILLIAM, JR. 
Executive Vice President, General Counsel and Secretary 


Dated: April 11, 1990 
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April 11, 1990 


BENEFICIAL CORPORATION 


400 Bellevue Parkway, Wilmington, Delaware 19809 


ANNUAL MEETING OF STOCKHOLDERS 
May 23, 1990 


PROXY STATEMENT 


This Proxy Statement is furnished in connection with the solicitation of proxies by the Board of 
Directors for use at the annual meeting of stockholders of the Company to be held on May 23, 1990. The 
shares represented by each proxy will be voted at the meeting in accordance with the specifications made 
thereon by the stockholder. The person giving a proxy has the power to revoke it any time before it has 
been voted by written notice to James H. Gilliam, Jr., Executive Vice President, General Counsel and 
Secretary, 400 Bellevue Parkway, Wilmington, Delaware 19809. 


VOTING SECURITIES 


The close of business on March 26, 1990 has been set as the record date for the purpose of determin- 
ing stockholders entitled to vote at the meeting. Each share of Common Stock and $4.30 Dividend 
Cumulative Preferred Stock is entitled to one vote, and each share of $5.50 Dividend Cumulative Con- 
vertible Preferred Stock is entitled to four and one-half votes. All of such classes will vote as a single class. 


On March 26, 1990 the number of securities outstanding and entitled to vote was 22,404,553 shares of 
Common Stock, 836,585 shares of $4.30 Dividend Cumulative Preferred Stock and 34,476 shares of $5.50 
Dividend Cumulative Convertible Preferred Stock. The aggregate number of votes entitled to be cast at 
the meeting as of March 26, 1990, with all of such classes voting as a single class, is 23,396,280. 


PROPOSAL 1 
ELECTION OF DIRECTORS 


It is intended that, unless authority is withheld, votes will be cast pursuant to the accompanying proxy 
for the election of a Board of Directors of 18 consisting of the persons named below, all of whom are 
presently directors, for terms of one year and until their successors are elected. Each nominee has 
expressed willingness to serve as a director during the coming year. The proxy may be voted for the 
election of other persons as directors in the event any of those named below are unable to serve for any 


reason. 


The names of the nominees for director, together with certain information regarding them, are as 


follows: 
Year 
First 
Name of Director, Age, Elected 
Principal Occupation and a 
Other Affiliations Director 
Charles. W. Bower, 68 tae ee 1969 
Retired; Member of Audit and Compen- 
sation Committees of the Company 
Rober: Cannaday.69 7 eter cr see mere 1975 


Attorney at Law, Butler, Snow, O’Mara, 
Stevens & Cannada, Jackson, Mis- 
sissipp1; Member of Audit Committee 
and Committee on Corporate Policy 
of the Company 


Finn M. W. Caspersen, 48 
Chairman of Board of Directors and 
Chief Executive Officer, Chairman of 
Executive Committee and Member of 
Finance Committee of the Company 


Leonard S. Coleman, Jr., 41 
Vice President, Kidder, Peabody & Co. 
Member of Nominating Committee 
and Committee on Corporate Policy 
of the Company; Director, The 
Howard Savings Bank, Livingston, 
New Jersey; Director, Blue Cross and 
Blue Shield of New Jersey. 


David J. Farris, 54 
Member of the Office of the President, 
Chief Operating Officer and Member 
of Executive and Finance Committees 
of the Company; President and Chief 
Executive Officer of Beneficial Man- 
agement Corporation, a subsidiary of 

the Company 


Jaies, Fie Grilliaansah0, 44 sede wean ieee te 
Executives Vice. President. General 
Counsel and Secretary and Member of 
Executive Committee of the Company; 
Chairman of Board of Directors of Ben- 
eficial National Bank, a subsidiary of 
the Company; Trustee, Howard Hughes 
Medical Institute, Bethesda, Maryland; 
Director, Bell Atlantic Corporation, 
Philadelphia, Pennsylvania 
Andrew Gy Halvorsen44 fee eee eee 
Member of the Office of the President 
and Chief Financial Officer, Chairman 
of Finance Committee and Member of 
Executive Committee of the Company 
J. Robert Hiheras2. 44 eeee, e ee 
Chairman and Chief Executive Officer 
of The Hillier Group, architects, 
Princeton, New Jersey; Chairman of 
Nominating Committee and Member 
of Compensation Committee of the 
Company; Director, The Howard Sav- 
ings Bank, Livingston, New Jersey 


HS) 


1990 


1982 


1984 


1984 


1982 


Name of Director, Age, 
Principal Occupation and 
Other Affiliations 


Gerald ee rtoln, ol wees ee ere 
Consultant to the Company; Member of 
Compensation Committee and Commit- 
tee on Corporate Policy of the Company 
ThomastH Keans54)¢.8 5) ce ener eee 
President, Drew University, Madison, New 
Jersey; Member of Nominating Commit- 
tee and Committee on Corporate Policy 

of the Company. 


Jan Weschly(A0o. tamed. 7 rte oe oe eee 
Business Consultant; Member of Audit and 
Compensation Committees of the Com- 
pany. 
Steven IMuller:G2 2st Aan ecmoee sree! 
President, The Johns Hopkins University, 
Baltimore, Maryland; Member of Nomi- 
nating Committee and Committee on 
Corporate Policy of the Company; Direc- 
tor: CSX Corp., Richmond, Virginia; 
Millipore, Inc., Bedford, Massachusetts; 
Alex. Brown, Inc., Baltimore, Maryland; 
and Organization Resources Counselors, 
Inc., New York, New York 
Susan Juha Ross, 46s: ce ee ae eee ee 
Attorney at Law, Natelson and Ross, Taos, 
New Mexico; Member of Audit and 
Nominating Committees of the Company 


RobertiAy Tuckee 631 PS eee: Be Peak 
Retired; Member of Audit Committee of 
the Company 
Pe Norman Veaseys 57a asker eee, eee ne 
Attorney at Law, Richards, Layton & 
Finger, Wilmington, Delaware; Chair- 
man of Committee on Corporate Policy 
and Member of Audit Committee of the 
Company 
Susan. Wachter AGus sansagiacl es pent nee 
Associate Professor of Finance, the 
Wharton School of the University of 
Pennsylvania, Philadelphia, Pennsylva- 
nia; Member of Audit and Nominating 
Committees of the Company 
Charlesili* Watts, Il, 633 90 #03. ataege cane 
Business and Educational Consultant; 
Chairman of Audit Committee and 
Member of Committee on Corporate 
Policy of the Company; Director, Weis 
Markets, Inc., Sunbury, Pennsylvania 
KP V iat (itn WOTULY, 09 ape eee eect 
Attorney at Law, Hopkins & Sutter, Wash- 
ington, D.C.; Chairman of Compensa- 
tion Committee and Member of Com- 
mittee on Corporate Policy of the 
Company 


Year 
First 


Elected 


Director 


1979 


1990 


1990 


1983 


19 


1959 


1979 


1985 


£959 


1977, 


During the last five years the principal occupation of each director has been as listed above except 
that: 


Mr. Coleman was the Commissioner of the New Jersey Department of Community Affairs 
(1986-1988) and Commissioner of the New Jersey Department of Energy (1982-1986). 


Mr. Gilliam was Senior Vice President (1985-1989) of the Company. 
Mr. Halvorsen was Second Vice Chairman of the Board of Directors (1984-1985) of the Company. 


Mr. Holm was First Vice Chairman of the Board of Directors (1984-1985) and Vice Chairman of the 
Board of Directors (1986-1987) of the Company. 


Mr. Kean was the Governor of New Jersey from 1982 to 1990. 


Mr. Leschly was President and Chief Operating Officer (1988-1989), Member of the Board of Direc- 
tors (1984-1989) and Group Vice President, Pharmacological Products Group (1984-1986) of the Squibb 
Corporation. 


Mr. Tucker was a Member of the Office of the President (1977-1985) and First Vice President and 
Chief Financial Officer (1969-1985). 


The law firms of Butler, Snow, O’Mara, Stevens & Cannada, of which Mr. Cannada is a member, 
Richards, Layton & Finger, of which Mr. Veasey is a member, and Hopkins & Sutter, of which Mr. Worthy 
is a member, performed legal services in 1989 for the Company and its subsidiaries. The Hillier Group, an 
architectural firm, of which Mr. Hillier is Chairman and Chief Executive Officer, performed architectural 
services for subsidiaries of the Company in 1989. Such firms are currently performing services for the 
Company and its subsidiaries. 


As of March 15, 1990, the Company’s directors and nominees for directors, and its directors and 
officers as a group, beneficially owned the amounts of equity securities of the Company shown in the 
following table: 


Equity Securities of the Company 
Beneficially Owned (1) 


Common % of 5% Pfd. % of 


Name of Person or Group Stock Class Stock Class 
ChanesswWs Bower (2) 5) ie cscuenen 2 na en 60,708 *k — — 
Robert.C. Cannadd (2) ae ae 9,897 ** — — 
Bint Wi Caspetsen (2) (4)9)00) (ioe cee 797,023 3.56 2,667 * 
Reonard S sColeman 10. (3) 0 aac cep eee ee Pasi * — — 
David). Hatris(2) ae on a ee eee 61,141 * — — 
WAmes TLS Gilliam Inet) eee ace eee eee 19,429 *k — 
Andrew CG. EAalvOTSen lose aul: genera ye eee, 2,902 ** — = 
PER ODSHUEUILICHNSE lSicra cos sheath: bate ite ie cians 5,584 * a= aoe: 
Gerald. Le Holni(S ed... of acca nee ee eee 17,099 ** — — 
SPOUTS Fis NCAT (CO) tee tc ee ae he eee ene 177 * = Ae 
Jaly CCSCHLV(D) ee aye ets ect. oe eae ee ee 377 * — 
Steven Muller ec. sete tc ace recta ee eee 800 * = a8 
Susan Julia Résse... 2. eee eee eee Sy Al * es oe. 
Robert: A. Tucker, (2) (4).(S). Gu 8) sae ees ee 158,538 * 679 
Es Norman) Veasey 2 ect 2a) ee ei ee 2,896 * nee Eas 
Susan.M..Wachter «sc. © saps nate ek ree oe ee ye) * — send 
Charles H.. Watts. 1I(2)))\(4 ie eae ceeeeen en aera 83,633 * 737 * 
Ke Martin: Worthy. as Aieeudenk tee aecanee eer 4,054 ** — 
All directors and officers as 

a group (27 persons) (2) (3) (4) (5) (6) (7) (8) ..- 1,282,612 iz 4,083 1.06 


In addition, as of such date Mr. Tucker owned 38* shares of the Company’s $4.50 Dividend Cumulative 
Preferred Stock. 


*Less than 1.0% of class. 


(1) Unless otherwise indicated below, each director possesses sole voting and investment power with 
respect to the shares shown opposite his or her name. 


(2) Includes shares of Common Stock owned by spouses or certain members of the families of direc- 
tors, as to which such directors disclaim beneficial ownership, as follows: Mr. Cannada—316 shares; Mr. 
Caspersen—6,461 shares; Mr. Farris—69 shares; Mr. Tucker—1,189 shares; and Mr. Watts—2,796 
shares. 


(3) Includes shares of Common Stock which vested or were purchased in March or which will vest in 
April, 1990, under the Employees Stock Purchase Plan. 


(4) Includes 49,698 shares of Common Stock held by a trust as to which Messrs. Bower, Caspersen, 
Tucker and Watts and others serve as trustees (sharing voting and investment power), shown as bene- 
ficially owned by each of them. 


(5) Excludes shares owned by The Hodson Trust. For information concerning shares held by this 
trust see Principal Stockholders. 


(6) Includes 482,055 shares of Common Stock and 1,170 shares of 5% Stock, other than shares 
referred to in notes (2), (4) and (7), as to which Mr. Caspersen shares voting and investment power with 
others. 


(7) Includes 59,611 shares of Common Stock and 679 shares of 5% Stock owned by the Beneficial 
Foundation, Inc. as to which Messrs. Caspersen and Tucker and others share voting and investment 
power. 


(8) Includes 8,175 shares of Common Stock, other than those referred to in notes (2), (4) and (7), as 
to which Mr. Tucker shares voting and investment power with others. 


MEETINGS OF THE BOARD OF DIRECTORS AND COMMITTEES 


The Board held 4 meetings during 1989. The overall average attendance record of directors of the 
Company at Board and committee meetings during 1989 was 98%. 


The Audit Committee. The Audit Committee met 4 times in 1989. Its duties are (a) to recommend to 
the Board a firm of independent public accountants to be nominated for election by the stockholders to 
act as the Company’s independent auditors, (b) to confer with the Company’s independent auditors as to 
the scope of their proposed audit, (c) to review the findings and recommendations of the independent 
auditors on completion of the audit and to consider any problems encountered by them in conducting the 
audit, and (d) to review the Company’s internal audit controls and to provide a liaison with the Company’s 
internal auditors. 


The Committee on Corporate Policy. The Committee on Corporate Policy held 4 meetings in 1989. Its 
responsibilities are (a) to advise the Board and recommend from time to time corporate policies with 
respect to revisions in the Restated Certificate of Incorporation and By-Laws, and (b) to advise the Board 
and recommend from time to time any other appropriate action relating to the structure of the Board, the 
relationship of the Board to the stockholders and action which might be taken by the Board or the 
stockholders as being in the best interests of the stockholders. 


The Compensation Committee. The Compensation Committee held 3 meetings in 1989. Its function is 
to fix the compensation of officers and key employees of the Company and certain subsidiaries and to 
administer the Company's Key Employees Stock Bonus Plan. 


The Executive Committee. In 1989 the Executive Committee held 18 meetings. The Executive Com- 
mittee may exercise substantially all the authority of the Board (other than powers which the Board has 
specifically delegated to other committees) during the intervals between Board meetings. 


The Finance Committee. The Finance Committee met 8 times in 1989. The Finance Committee, 


between meetings of the Board, may exercise all powers of the Board with respect to financing the opera- 
tions of the Company. 


The Nominating Committee. The Nominating Committee met 4 times in 1989. Its purposes are (a) to 
make recommendations to the Board with respect to the size and composition of the Board; (b) to make 
recommendations to the Board with respect to a slate of nominees for election as Directors for inclusion 
in the Company’s annual proxy statement; and (c) to identify, evaluate and recommend to the Board 
candidates to fill vacancies on the Board. 


Nominations for the election of directors may be made by the Board of Directors or by any stock- 
holder entitled to vote for the election of directors. A notice of the intent of a stockholder to make any 
such nomination must be made in writing, delivered or mailed by first class United States mail, postage 
prepaid, to the Secretary of the Company not less than 90 days in advance of the annual meeting or, in the 
event of a special meeting of stockholders for the election of directors, such notice must be delivered or 
mailed to the Secretary of the Company not later than the close of the seventh day following the day on 
which notice of the meeting is first mailed to stockholders. Every such notice by a stockholder must set 
forth: (a) the name and residence of the stockholder of the Company who intends to make the nomina- 
tion; (b) a representation that the stockholder is a holder of record of the Company’s voting stock and 
intends to appear in person or by proxy at the meeting to nominate the person or persons specified in the 
notice; (c) a description of all arrangements or understandings among the stockholders and each nominee 
and any other person or persons (naming such person or persons) pursuant to which the nomination or 
nominations are to be made by the stockholder; (d) such other information regarding each nominee 
proposed by such stockholder as would have been required to be included in a proxy statement filed 
pursuant to the proxy rules of the Securities and Exchange Commission (the “Commission”) had each 
nominee been nominated, or intended to be nominated, by the Board of Directors of the Company; and 
(e) the consent of each nominee to serve as director of the Company if so elected. 


COMPENSATION OF DIRECTORS 


Directors of the Company who are not employees receive for their services $1,500 per quarter and 
$6,000 for each Board meeting attended. Directors who are also employees receive $200 for each Board 
meeting attended. Non-employee directors who are members of the Audit Committee, Compensation 
Committee, Nominating Committee, Committee on Corporate Policy or any Ad Hoc Committee, receive 
$1,000 for each meeting attended or for each day services are performed on behalf of such Committee. 
Non-employee directors who are Committee Chairpersons receive an additional $500 for each meeting 
attended. Payment of meeting and service fees may be deferred until a director either reaches the age of 
70 or terminates his or her relationship with the Company. Such deferred fees bear interest at an annual 
rate equal to the average annual interest cost of all short- and long-term borrowings by the Company and 
consolidated subsidiaries. 


In order to allow the Company to avail itself of the experience of retired directors, it is the Company's 
policy to pay each director who (a) ceases to be a director after having attained the age of 70 years and 
completed at least five years of service or (b) has served for ten years and either resigns voluntarily or 
decides not to stand for re-election, the sum of $7,500 per quarter if such retired director agrees to be 
available to render advice to the Board, its Executive Committee or any of its members. Directors who 
retired prior to 1987 receive quarterly fees which range from $2,000 to $6,000. In addition, such directors 
and directors emeriti would receive, upon a change in control of the Company, and in the case of current 
directors their ceasing to be directors, quarterly payments ranging from $2,000 to $7,500, depending on 
their years of service as directors, for the remainder of their lives in consideration for and subject to their 
continued availability to the Company or its successor for purposes of consultation. The Company will 
purchase annuities to provide for such payments. 


PRINCIPAL STOCKHOLDERS 


The following table sets forth information regarding each person who, to the Company’s knowledge, 
owned more than 5% of any class of the Company’s outstanding voting securities: 
$4.30 Dividend 


Name and Address Common Cumulative % of Class 
of Stockholder Stock Preferred Stock Owned 


Delaware Management Company, Inc. 
10 Penn Center Plaza 


Philadelphiag PA 19103 Seas eee oe. ea eee ee 2,089 ,900(1) — 9.33% 
FMR Corp. 
82 Devonshire Street 
Boston, MA‘O2 T0090 eee et het teres et ee 2035; 225 (2) — 9.08% 


The Hodson Trust 
100 Beneficial Center 
Peapack NU O79 lich? Aide itech: 7 ose Cie er nen Meee 1,667 ,906(3) — 7.44% 
Lehman Ark Management Co., Inc. 
55 Water Street 


NewYork NY¢lO04 1), 723h as rewerteces haere ere ee 1,142,460(4) — 5.10% 
The Life Insurance Company of Virginia 
6610 West Broad Street 
Richmond sVAs235 230 ec a cles 2 ae dee eee — 75 ,000(5) 8.97% 


Medical Information Technology 
Meditech Circle 
WestwoodsMAl0 2090 is ee tet ta ceren erect 54,000(6) 6.45% 


(1) Based on information received from Delaware Management Company, Inc. (“Delaware Manage- 
ment”). According to such information, as of January 31, 1990, Delaware Management, an investment 
advisor registered under the Investment Advisors Act of 1940 (the “1940 Act”), holds such shares on 
behalf of certain investment funds which together with Delaware Management may be deemed to be the 
beneficial owners of 2,089,900 shares, or 9.33% of the Common Stock. Delaware Management has the 
sole power to vote 1,964,900 of such shares and the sole power to dispose of all 2,089,900 shares. 


(2) Based on information contained in a report on Schedule 13G of FMR Corp. (“FMR”), dated 
February 10, 1990, filed with the Commission under the Securities Exchange Act of 1934, as amended 
(the “Exchange Act”). According to such report, FMR, an investment company registered under the 
“1940 Act”, is the parent holding company of several investment company or investment advisor subsidi- 
aries which together beneficially own 2,035,225 shares (9.08%) of the Common Stock. FMR has the sole 
power to vote 222,400 of such shares and the sole power to dispose of all 2,035,225 of such shares. 


(3) As of March 1, 1990, The Hodson Trust held of record the number of shares indicated in the table, 
14 shares of $4.30 Dividend Cumulative Preferred Stock (less than 1.0% of such class) and 8 shares of 
$5.50 Dividend Cumulative Convertible Preferred Stock (less than 1.0% of such class). Messrs. Bower, 
Caspersen, Holm, Tucker and three other persons serve as trustees of such trust and share voting and 
investment power, but have no interest in the principal or income of such trust. Such shares would be 
regarded as beneficially owned by each such person under Rule 13d-3 promulgated by the Commission 
under the Exchange Act. 


(4) Based on information contained in a report on Schedule 13G of the Lehman Ark Management 
Co., Inc. (“Lehman Ark”), dated February 8, 1990, filed with the Commission under the Exchange Act. 
According to such report, Lehman Ark, an investment advisor registered under the “1940 Act”, is the 
record owner of 1,142,460 shares (5.10%) of the Common Stock, has the sole power to dispose of or to 
direct the disposition of all such shares and the sole power to vote 554,000 of such shares. 


(5) Based on information contained in a report on Schedule 13G of The Life Insurance Company of 
Virginia (“Life of Virginia”), dated May 21, 1987, filed with the Commission under the Exchange Act. 
According to such report, Life of Virginia, an insurance company as defined in Section 3(a)(19) of the 
Exchange Act, shares voting and dispositive power with an affiliated investment manager which together 
with Life of Virginia beneficially owns 75,000 shares, or 8.97% of the $4.30 Dividend Cumulative Pre- 
ferred Stock. 


(6) Based on the records of First Chicago Trust Company of New York, the Company’s Transfer 
Agent, Medical Information Technology appears as the record owner of 54,000 shares or 6.45% of the 
$4.30 Dividend Cumulative Preferred Stock. 


EXECUTIVE COMPENSATION 


The following table sets forth the cash compensation paid by the Company and its subsidiaries during 
1989 to (a) each of the five most highly compensated executive officers of the Company for services in the 
Capacities indicated, and (b) all executive officers of the Company as a group. 


(A) (B) (C) 
Name of Individual 
or Number of Cash 
Persons In Group Capacities In Which Served Compensation 
Finn M. W. Caspersen......... Chairman of Board of Directors and Chief Executive $1,226,800 
Officer 
Davidels Farms }4544 08 See Member of the Office of the President and Chief 853,558 


Operating Officer; President and Chief Executive 
Officer of Beneficial Management Corporation, a 
subsidiary of the Company 
James H.Gilliame Ji) ase Executive Vice President, General Counsel and Sec- 416,800 
retary; Chairman of Board of Directors of Bene- 
ficial National Bank, a subsidiary of the Company 


Andrew C. Halvorsen......... Member of the Office of the President and Chief Fi- 501,800 
nancial Officer 

WoJames: Murphy #a.eei6 ance Senior Vice President-Operating of Beneficial Man- 276,568 
agement Corporation, a subsidiary of the Com- 
pany 

13 Executive Officers as a group, including those named above ..................... $4,295 205 


COMPENSATION PLANS AND ARRANGEMENTS 


Pension Plans. The basic benefit formula under the Beneficial Corporation Pension Plan (the “Pen- 
sion Plan”) (before the reduction discussed below) provides benefits of from 1.5% to 1.8% of average 
annual compensation, with the benefit accrual rate increasing with years of service. The maximum annual 
retirement benefit under the Pension Plan generally is the greater of 65.25% of an employee’s highest 
applicable average annual compensation for three consecutive years or an amount set by the Internal 
Revenue Code (the “Code”). This amount is adjusted annually based upon the cost of living and for 1989 
limits such annual benefits payable to $102,582. In determining such benefits, amounts payable are re- 
duced by (1) one-half of an employee’s annual social security benefit, (2) benefits actuarially determined 
from Company contributions under the Savings Plan (see below) and the earnings thereon and (3) any 
amount vested under the Company’s prior pension plan which was terminated in 1983. The actuarial value 
of an employee’s annual retirement benefit may be paid in a single payment upon retirement. Benefits 
under the Pension Plan are fully vested after five years of cumulative service or at age 65. The Plan also 
contains provisions for early retirement, disability and death benefits and payments to a vested employee 
who leaves the Company prior to retirement. 


Compensation under the Pension Plan is defined to include wages paid, year-end adjustments, 
bonuses, overtime, salary deferral contributions to the Savings Plan and other special earnings and to 
exclude compensation in excess of $209,200 per annum (a Code limitation which adjusts annually based 
on the cost of living), Company contributions under the Employees’ Stock Purchase Plan and the Key 
Employees Stock Bonus Plan, certain moving expenses, taxable group life insurance premiums, certain 
commissions and incentive payments and severance pay. For the executive officers included in the table 
above, compensation under the Pension Plan includes all items reported in the third column of such table, 


except directors’ fees. 


In 1986, the Company adopted the Supplemental Retirement Plan (the “Supplemental Plan”) to 
restore to certain employees of the Company those retirement benefits earned by such persons under the 
Pension Plan but not payable to such persons because of the limitations imposed on qualified plan benefits 
by the Code. Payment of benefits under the Supplemental Plan may be made at the same time benefits 
under the Pension Plan are paid. If a participant’s employment is terminated and such person is entitled to 
a deferred vested benefit under the Pension Plan, such person will be entitled to receive benefits under the 
Supplemental Plan upon retirement. The Supplemental Plan was amended in 1989 to provide a death 
benefit to certain key employees equal to the amounts they have accrued under the Pension Plan. 


7 


The following table illustrates the estimated annual benefits, based on the indicated applicable aver- 
age annual compensation and years of service upon retirement, payable under the Pension Plan and the 
Supplemental Plan (prior to any offset) to a participant who retires at the end of the calendar year in 
which age 65 is attained. 


Estimated Annual Retirement Benefit 


Applicable Average 15 Years 25 Years 35 Years 
Annual Compensation of Service of Service of Service 
D- keyOl UU Pa arent ction, (ane Meat eenede clyde $ 34,125 $ 58,500 $ 84,375 
2S OSOOOMR. 2 csvset eters Prtaa cn araes 56,875 97,500 140,625 
450 000 #. 26 Gatos hatie teetdenete eens 102,375 175,500 2a3,125 
GSO 0G0 iss tas acter tee eee Re 147,875 253,500 365,625 
850,000 iniesaee eye eit, ey tencterpeeets 193:375 331,500 478,125 
L000 O0G Cees um hier oats ae enna 227,500 390,000 562,500 


Messrs. Caspersen, Farris, Gilliam, Halvorsen and Murphy had approximately 18, 30, 10, 12 and 36 
years of service, respectively, credited under the Pension Plan and the Supplemental Plan through 1989. 


Savings Plan. Under the Beneficial Corporation Savings Plan (the “Savings Plan”), after determina- 
tion by the Board of Directors, the Company makes “basic contributions” each year of an amount, which 
can equal as much as 2.5% of each eligible employee’s annual compensation, to an account established for 
each such employee. Participating employees may also elect to reduce their current compensation and 
have salary deferral contributions made on their behalf by the Company to the Savings Plan in amounts 
up to 10% (or a greater percentage, if permitted by the Committee which administers the Savings Plan) of 
their annual gross compensation and thereby defer federal and, in most cases, state taxes on such amounts 
and all earnings thereon until a distribution is made under the Savings Plan upon termination of employ- 
ment. The total amount of an individual’s deferral contribution is, however, subject to a limitation im- 
posed by the Code which, for 1989, sets the maximum contribution at $7,979. In addition, an employee 
may contribute up to 10% of his or her annual compensation on an aftertax basis and defer taxes on the 
earnings thereon until such amounts are withdrawn from the employee's account. Restrictions may be 
imposed on the level of salary deferral contributions elected by highly compensated employees to the 
extent necessary to comply with applicable non-discrimination requirements. Such persons may also elect 
not to receive a Company contribution. 


Compensation is defined in the Savings Plan to include wages paid (determined before salary deferral 
contributions), overtime and year-end adjustments but to exclude compensation in excess of $209,200 per 
annum (a Code limitation which adjusts annually based on the cost of living), bonuses and other special 
forms of compensation, amounts paid under the Employees’ Stock Purchase Plan or the Key Employees 
Stock Bonus Plan, group life insurance premiums, certain moving expenses, certain commissions and 
severance pay. Until termination of employment, no amounts contributed under the Savings Plan, other 
than aftertax contributions, may be withdrawn. Employees are permitted, however, to obtain loans at 
prevailing rates, subject to certain limitations, against contributions they have made. 


Employees (other than seasonal employees) who have been employed by the Company or a par- 
ticipating subsidiary for one year and have reached age 21 are eligible to participate in the Savings Plan. 
Company contributions are invested in a group annuity contract with The Central National Life Insurance 
Company of Omaha (an affiliate of the Company). One or more investment funds (selected by the Com- 
mittee) are made available for investment of contributions and participants choose the investment fund or 
funds in which their contributions will be invested. Participants are fully vested and have a nonforfeitable 
interest in their respective accounts at all times. 


The Savings Plan also authorizes the Trustee who invests contributions to the Trust Fund established 
under the Savings Plan to purchase shares of the Company’s Common Stock through the use of borrowed 
funds, repayment of which may be guaranteed by the Company. Any such loans and interest thereon will 
be repaid through Company contributions to the Savings Plan. Such contributions may or may not affect 
the “basic contributions” to the Savings Plan made by the Company. Common Stock purchased with 
borrowed funds will first be held in a suspense account and as loans are repaid, a proportionate number of 
shares will be released from such account and allocated to participants’ accounts. Cash dividends on 
allocated and unallocated shares will be used to repay loans or, subject to certain Code requirements with 
respect to allocated shares, be paid to participants. All dividends paid to participants are deductible for 
tax purposes by the Company. Shares allocated to participants under the Plan will be voted by the Trustee 
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in accordance with directions from participants and unallocated shares will be voted by the Trustee in the 
same proportion as votes cast with respect to allocated shares. The Savings Plan also provides that in the 
event of tender offer for the Common Stock of the Company, a participant has the right to determine 
confidentially whether his or her shares will be tendered. 


During 1989, the Company’s contributions under the Savings Plan to the accounts of executive of- 
ficers included in the table on page 7 were as follows: Caspersen, $25,220; Farris, $17,288; Gilliam, 
$8,625; Halvorsen, $10,441; Murphy, $5,843; and the 12 executive officers eligible to participate in the 
Savings Plan, as a group, $87,733. 


Key Employees Stock Bonus Plan. Under the Beneficial Corporation Key Employees Stock Bonus 
Plan (the “Key Plan”), the Board of Directors determines in February of each year the maximum percent- 
age of the consolidated net aftertax income of the Company and its subsidiaries which may be contributed 
to the Plan for the preceding calendar year. Such aftertax income is computed on a consolidated basis in 
accordance with generally accepted accounting principles but excludes (i) the aftertax cost to the Com- 
pany of the contribution to the Key Plan, and (ii) extraordinary or unusual nonrecurring items not real- 
ized in the ordinary course of business as determined by the Compensation Committee, e.g., gains or 
losses resulting from the sale of a subsidiary. The Compensation Committee then determines (a) the 
dollar amount of the contribution to the Key Plan for such calendar year; (b) which employees of the 
Company and its participating subsidiaries will receive an award for such preceding year; and (c) the 
amount of each award, based on the performance of each such employee as well as such other factors as 
the Committee may determine to be appropriate. 


All contributions to the Key Plan are held in an irrevocable trust by a bank or other institutional 
trustee selected by the Company (the “Trustee”). Contributions may be in cash or treasury stock (whether 
or not acquired for purposes of the Key Plan), or any combination thereof, and all cash contributions are 
used by the Trustee to purchase full shares of the Company’s Common Stock for the accounts of employ- 
ees who receive awards. Until benefits are paid, amounts held by the Trustee are generally subject to the 
claims of general creditors of the Company should the Company or its participating subsidiaries be 
declared bankrupt or insolvent. Cash dividends on stock purchased under the Key Plan are used by the 
Trustee to purchase additional shares of stock for the accounts to which such dividends are attributable. 


Stock, cash or other property in a participant’s account vests in the participant and is distributed to 
him or her by the Trustee at the earliest to occur of the following: (a) January 1 of the calendar year in 
’ which the participant attains age 60; (b) January 1 of the fifth calendar year following the year for which 
such stock was awarded; or (c) the date on which the participant ceases to be employed by the Company 
or a participating subsidiary if such termination is other than a voluntary termination (exclusive of (i) a 
voluntary termination pursuant to the terms of Employment Contracts with Certain Officers, described 
below, or (ii) a termination for good reason pursuant to the terms of Severance Agreements, described 
below) or a discharge for cause. In the event a participant ceases to be employed by the Company or a 
participating subsidiary (other than as provided above) before stock is vested, the participant forfeits his 
or her interest in such stock, cash or other property received. Any such stock, cash or property so 
forfeited will be returned to the Company. Rights, benefits and payments under the Key Plan may not be 
assigned, pledged or encumbered in any way and any attempt by a participant or a beneficiary to do so is 
void. 


Each participant has the right and is afforded the opportunity to instruct the Trustee on voting shares 
of stock held in his or her account. The Key Plan also provides that a participant has the right to determine 
confidentially whether his or her shares will be tendered in the event of a tender offer for the Common 
Stock of the Company. 


The Board may amend, suspend or terminate any or all of the provisions of the Key Plan at any time 
except that, without prior approval of the stockholders, no amendment may be made that will increase the 
maximum amount that may be contributed for any year, accelerate the vesting requirement or change the 
forfeiture provisions. No amendment, suspension or termination, however, will adversely affect the rights 
of participants to awards made prior thereto except to the extent, if any, required to obtain governmental 
approvals or rulings which the Company determines to be appropriate. 


For 1989 the following executive officers received the following awards under the Key Plan: 
Caspersen—$555 ,000; Farris—$485 ,000; Gilliam—$290,000; Halvorsen—$200,000; and the 11 executive 
officers of the Company eligible to receive such awards, as a group—$1,783,000. 
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Employees’ Stock Purchase Plan. Directors and all employees of the Company and its participating 
subsidiaries who reach the level of manager and all such employees below the level of manager who have 
completed three years of service are eligible to participate in the Beneficial Corporation Employees’ Stock 
Purchase Plan (the “ESPP”) and may elect to contribute funds under the ESPP to purchase shares of the 
Company’s Common Stock. 


As shares of Common Stock purchased with the participant’s contributions are credited to a partici- 
pant’s account, a number of unvested “share units” are also credited to the participant’s account. Such 
“share units” are credited as follows: (1) for the first $2,000 contributed under the ESPP in each year— 
share units equal to the full number of shares credited; and (2) for all amounts in excess of $2,000 
contributed in each year—share units equal to 50% of the number of shares purchased with such addi- 
tional funds. The maximum amount which can be contributed by a participant cannot exceed an amount 
equal to 30% of the participant’s “Annual Compensation” (as defined in the ESPP) for each calendar year. 


Share units entitle a participant to receive on each Common Stock dividend payment date an amount 
equal to the dividend that such participant would have received had he or she been, on the record date for 
payment of such dividend, the owner of a number of shares of such stock equal to the number of such 
credited share units. Share units become fully vested in a participant only after the earlier of (a) three 
years following the date on which such share units were credited or (b) the date on which a participant’s 
employment or service as a director is terminated for any of the reasons set forth in the ESPP. The Board 
of Directors may, however, accelerate the vesting of share units in the event of a tender offer for the 
Common Stock. 


In 1989 vested share units and dividends on unvested share units received under the ESPP were as 
follows: Caspersen—1,578 share units, $13,731 in dividends; Farris—19 share units, $3,135 in dividends; 
Gilliam—13 share units, $24 in dividends; Halvorsen—247 share units, $124 in dividends; Murphy—0 
share units, $2,273 in dividends; and the 13 executive officers eligible to participate in the Plan—2,057 
share units, $24,662 in dividends. 


CONTRACTS AND OTHER ARRANGEMENTS WITH OFFICERS AND DIRECTORS 


Employment Contracts with Certain Officers. The Company has entered into employment contracts 
with approximately 300 management level employees of the Company and its subsidiaries to assure such 
employees of equitable treatment in the event of a change of control of the Company (as defined in the 
contracts) not approved by the Company’s Board of Directors. The named executive officers listed in the 
table on page 7 are not covered by such agreements but, instead, have Severance Agreements as described 
below. 


The employment contracts are operative for a three-year period if a change of control occurs. They 
will provide such employees (a) compensation during the employment period at a rate equal to that 
existing immediately prior to the change in control, adjusted through such period to reflect increases 
based upon the Company’s prior practices and (b) continued eligibility during such period under the 
Company’s employee benefit plans. An employee’s good faith determination that the nature and scope of 
his or her duties have been limited following a change of control would entitle the employee to terminate 
employment with the Company. In that event or in the event of a termination of employment by the 
Company other than for “cause”, most components of such compensation and benefits would continue 
through the remainder of the three-year period. “Cause” is defined in such contracts as, generally, (i) an 
act or acts of dishonesty constituting a felony and resulting in gain to the employee or (ii) a refusal of such 
employee to perform his or her employment duties which results in material injury to the Company. The 
contracts also provide that in the event any payments thereunder become subject to excise tax pursuant to 
Section 4999 of the Code, the Company will pay to the employee such additional compensation as is 
necessary to place such person in the same aftertax position in which he or she would have been had no 
such excise tax been incurred. 


Severance Agreements. In 1986, the Board authorized severance agreements for 27 key officers of the 
Company and its subsidiaries who were deemed to be instrumental in successfully achieving the strategic 
alternatives of the Company. The named executive officers listed in the table on page 7 are covered by 
such agreements. 


The Severance Agreements provide, among other things, for severance payments to each covered 
officer in the event that his or her employment is terminated either by the Company other than for “cause” 
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or by such officer for “good reason” following a “change of control” (which would include a liquidation) of 
the Company. “Cause” is defined as the involuntary termination of employment by the Company for such 
officer’s failing to substantially perform his or her duties (after notice has been given to such person), 
willfully engaging in conduct materially injurious to the Company or certain criminal convictions. “Good 
reason” is defined as a change of an officer’s duties inconsistent with his or her present position, a reduc- 
tion in base salary, a job relocation in excess of 25 miles, a discontinuation or reduction of any benefit plan 
in which he or she participates, a failure of any successor to the Company to assume such officer’s Sever- 
ance Agreement or a termination not in accordance with the terms of such officer’s Severance Agreement. 
Severance benefits under the Severance Agreements are comprised principally of (i) the officer’s accrued 
base salary including any year-end adjustment earned but not paid (or the prior year’s adjustment if the 
current year’s adjustment has not been determined), (ii) a multiple (which under certain Severance 
Agreements is one and under other Severance Agreements is two), times the sum of the officer’s 
(a) annual base salary in effect as of the date of termination, (b) the greater of such officer’s 1985 annual 
year-end adjustment or the adjustment, if determined, for the year in which such officer’s termination 
occurs and (c) the greater of the officer’s 1985 award under the Key Plan or any subsequent award under 
such plan, (iii) a lump sum payment equal to (a) the aggregate nonvested share units credited to the 
officer’s account under the ESPP and (b) the aggregate value of the officer’s account under the Key Plan 
and (iv) two years of continued coverage under the Company’s benefit plans (unless such person earlier 
receives comparable coverage from any other source). In addition to the foregoing, each Severance 
Agreement for Messrs. Caspersen, Farris, Gilliam and Halvorsen, provides that (1) if he remains with the 
Company for three months following a change in control, he may terminate employment for any reason 
during the fourth month and upon such termination receive the severance benefits set forth above and (ii) 
for additional cash payments to offset any federal excise tax that may be imposed by reason of payments 
made pursuant to the Severance Agreements. 


Consulting Contract with Mr. Holm. The Company entered into an agreement with Mr. Holm which 
provides that for a period of five years following his resignation on January 1, 1988 he will render advisory 
and consulting services to the Company and not engage in any enterprise in competition with the business 
of the Company or any of its subsidiaries. For services under this agreement, Mr. Holm receives $50,000 
per year and an additional payment of $1,000 per day for each day in addition to 50 days in each calendar 
year in which such services are provided. 


Loans. Certain banking and mortgage company subsidiaries of the Company have made, and will 
continue to make, mortgage and other loans, in the ordinary course of business, to directors and officers 
of the Company. Such loans have been and will be made on substantially the same terms, including 
interest rate and collateral, as those prevailing at the time for comparable transactions with other persons, 
and do not and will not involve more than the normal risk of collectibility or present other unfavorable 
features. 


Litigation. The Company and two of its present officers and directors are defendants in a lawsuit 
relating to the restructuring of the Company and the operations of an insurance subsidiary prior to its 
disposition. The class action, commenced by Robert M. Deutschman in the U. S. District Court for the 
District of Delaware on December 19, 1986, alleges that the defendants’ disclosures with respect to re- 
serves required for the property and casualty subsidiaries owned by the Company at the time were mis- 
leading and seeks unspecified money damages. The Company is of the opinion that the Deutschman case 
is without merit. 


Directors’ Indemnification Agreements. The Company has entered into indemnification agreements 
with each of its directors which provide that such directors will be indemnified against expenses, judg- 
ments, penalties, fines and amounts paid in settlement with respect to threatened, pending or completed 
actions, suits or proceedings to which any such person is, or is threatened to be made, a party, to the 
fullest extent permitted by applicable law as in effect from time to time. Such agreements also require the 
Company to advance all reasonable expenses incurred by a director in any such proceeding provided that 
he or she undertakes to repay the amount advanced if it is ultimately determined that he or she is not 
entitled to indemnification for such expenses. The agreements provide that upon the occurrence of a 
“change in control” (as defined in the agreements) of the Company, the Company has the burden of proof 
to establish that a director who has requested indemnification is not entitled to it. 
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PROPOSAL 2 
SELECTION OF AUDITORS 


The Board of Directors, upon recommendation of the Audit Committee, which is composed of seven 
directors who are not officers or employees of the Company, has selected, subject to stockholder ap- 
proval, the firm of Deloitte & Touche, Certified Public Accountants, as the independent auditors of the 
Company for 1990 and it is intended that, unless otherwise specified on the accompanying proxy, votes 
will be cast pursuant to the proxy for the ratification of such action. As in prior years, a representative of 
Deloitte & Touche is expected to be present at the meeting and to be available to respond to appropriate 
questions. The representative also will have an opportunity to make a statement if he or she so desires. 


Audit services rendered by Deloitte & Touche to the Company in 1989 included examination of the 
annual financial statements, review of unaudited quarterly financial information, assistance and consulta- 
tion in connection with Securities and Exchange Commission reports and registration statements and 
consultation in connection with various accounting matters. Services provided by Deloitte & Touche were 
approved by the Audit Committee of the Board in most but not all cases before they were rendered. 


OTHER BUSINESS 


The Board of Directors does not know of any matters to come before the meeting other than those 
referred to in the Notice of the meeting. If any other matters should come before the meeting, the 
accompanying proxy will be voted on such other matters in accordance with the judgment of the person or 
persons voting the proxy. 


STOCKHOLDER PROPOSALS FOR 1991 ANNUAL MEETING 


Stockholder proposals for the 1991 Annual Meeting must be received at the executive offices of the 
Company, Office of the Secretary, 400 Bellevue Parkway, Wilmington, Delaware 19809, not later than 
December 11, 1990 for inclusion in the 1991 proxy statement and form of proxy. 


FORM 10-K 


The Company will furnish without charge to each stockholder, upon written request, a copy of the 
Company’s Annual Report on Form 10-K for the year 1989, including the financial statements and the 
schedules thereto, except that the exhibits to the Form 10-K shall be furnished at a cost of 15 cents per 
page. Requests should be addressed to: Mr. James H. Gilliam, Jr., Executive Vice President, General 
Counsel and Secretary, Beneficial Corporation, 400 Bellevue Parkway, Wilmington, Delaware 19809. 


COST OF SOLICITATION OF PROXIES 


The cost of soliciting proxies will be borne by the Company. Solicitation of proxies from some stock- 
holders of the Company may be made by personal interview, mail, telephone or telegram by the directors, 
officers and employees of the Company or subsidiaries. The Company also will request brokerage houses, 
custodians, nominees and fiduciaries to forward the proxy material and annual report to stockholders to 
the beneficial owners of the stock held of record by such persons and will reimburse them, upon request, 
for reasonable expenses incurred in connection therewith. 


By order of the Board of Directors, 


JAMES H. GILLIAM, JR. 
Executive Vice President, General 
Counsel and Secretary 


